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THE BANKING PRINCIPLE versus THE CURRENCY 
PRINCIPLE. 


These are the two leading principles on which bank circulation 
has long been founded. The first assumes that the circulation 
issued by banking institutions will accommodate itself to business ; 
that no more will be permanently issued than is required. If a 
surplus has been put into circulation it will be returned to the 
issuers by the operations of trade; by no known method can 
an excess be long maintained. It is, therefore, in theory a self- 
regulating or automatic currency. 

This principle can be better understood, perhaps, by adding one 
or two illustrations. A manufacturer desires $10,000 for the pur- 
pose of paying for the raw materials used in the manufacture of 
goods. He goes to a bank and obtains this amount, the bank 
paying him in its own circulation. The sum is borrowed in the 
ordinary manner, and which is paid to his debtors. They in due 
time transfer it to others, and thus it is transferred from one 
person to another until it is finally returned to him in payment 
of his goods. He then returns the circulation thus received in 
payment of his note after it has gone around the circle described, 
Another illustration may be given. A merchant goes to a bank and 
borrows $10,000 for the payment of goods purchased by him. This 
money passes through several hands and is finally obtained by 
him when the goods are sold, and which is taken to the bank to 
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liquidate his debt. It would have been possible to have performed 
the operations in which this money was used without it, or with 
a small amount, by the offsetting of the debts owed by the 
intermediate parties at different times, but this would have been a 
clumsy process. The notes thus received from the bank facili- 
tated these operations, but they could have been effected without 
them. It thus performs a highly useful service, and which has 
been likened by some writer to the discovery of letters. 

Bank currency thus resting for its redemption on the capital 
of a bank, and on its discounts, is a very cheap currency to pro- 
duce. Paper anda printing press are enough. Compare this 
economy with the extraction of gold from the mines, and one 
readily comprehends what a costly instrument is gold compared 
with the other. Gold is the most costly of all instruments used 
for monetary purposes, and it may be that when civilization 
attains more nearly to perfection this costly instrument of exchange 
will no longer be used. Montesquieu describes a_ people in 
Northern Africa that used only an ideal money called macutes. 
Probably they once had a real money, which, for some reason or 
other, disappeared, and yet they were able by means of this to 
reckon and continue exchanges as before. Dr. Barth, in his Afri- 
can travels, describes other peoples who had no real money, but 
only an ideal money with which they reckoned. Compared with 
this ideal money, gold certainly is a very expensive monetary 
instrument, and possibly this use of it will disappear. This we 
do know, that in the exchanges of the world its actual use has 
been greatly lessened, the larger exchanges are effected by means 
of representative money, notes issued by banks or governments, 
and by Clearing House arrangements. The Clearing House method 
is regarded as the most perfect for making exchanges or discharg- 
ing indebtedness, and for the reason that only the smallest amount 
of money is used in order to accomplish this end. A million or 
two of dollars is sufficient in the New York Clearing House to 
discharge an indebtedness of one hundred and fifty millions, and 
in other Clearing Houses the same proportion is maintained. 

While the banking principle is perfect in theory, like most other 
human inventions involving a moral quality, it is very imperfect 
in application. Those having authority to issue this currency, too 
often have abused it in order to gain greater wealth. In the 
olden days, when the banks were permitted to issue such notes, 
many of them were eager tg issue as many as possible, and to 
keep them in circulation as long as they could. Every known 
device was practiced to issue as many as possible, except by those 
banks which were managed in a conservative manner. We are 
all familiar with the evil consequences of the State bank system 
of note issues. Too many were issued and the limitations or 
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restrictions on their authority were either too slight or were 
neglected or broken down. Thus the system, however perfect in 
theory, went to pieces because it could not be wisely and 
honestly executed. Most of the States utterly failed to enact laws 
that were powerful enough to keep the issues within safe limits. 

It was from a similar experience in Great Britain that the currency 
principle had its origin. Every one finally saw that the first requi- 
site of a note currency was soundness or redeemability. It must 
be as good as it professed to be; must always be payable as the 
issuer had promised. Until the National bank system was estab- 
lished our country was strewn with the wrecks of State banks 
that had issued notes which were never redeemed. The currency 
principle was designed to cure this evil. The cardinal idea was 
permanent solvency. Several methods have been adopted for 
accomplishing this end. The existing system in England, which 
is founded on the currency principle, embodies the idea that the 
people need a certain amount of currency in any event, and, 
therefore, while it must rest on solid foundation of wealth, it is 
not needful to provide for its immediate redemption. It is 
enough if this wealth consist of securities which are known to be 
unquestionable. The quantity issued in excess of this fixed amount 
is based on a like amount of gold, and therefore has as solid basis 
of immediate redemption as can be established. The system has 
one great virtue, the notes are sound; the system has one great 
fault, the notes are limited and cannot be immediately increased, 
while there are many occasions when more are greatly needed. 
The operation of the banking principle is quite the reverse of this; 
they can be issued as the needs of business may require. Of 
course, the soundness of a currency must be regarded above all 
things; but cannot soundness be combined with elasticity? These 
are the essentials of a perfect currency. 

The National bank currency does combine this in a great degree, 
or, rather, both features existed for several years. No one ever 
questioned its soundness; on the other hand, it could be increased 
so long as the bonds which formed the basis bore no premium 
and could be readily purchased. As the system of banking is 
free, it is evident that if the bonds had not gone to a large 
premium our currency would have been essentially perfect, com- 
bining both the qualities above mentioned. Under this system the 
circulation of the banks was without limit and could have been 
readily accommodated to the business of the country. We cannot 
conceive of anything better, so long as the National bonds were 
easily obtainable. The system became defective simply through an 
accident—the large advance in the price of Government bonds, 
which led banks to hesitate to purchase them as a basis of bank 
note issues. They hesitated to do this through fear that the 
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premiums would decline and that large losses might be sustained, 
and, in truth, some banks have lost something by the decline in 
the premium of the bonds purchased. The consequence is that 
the National bank note circulation has become essentially fixed, not 
by the operation of law, but by the large advance in the price of 
the bonds forming its basis. Of course, the system was faulty in 
another respect, namely, that it could endure no longer than dur- 
ing the life of the bonds; but it is by no means certain that a 
considerable portion of the National debt will not last for many 
years. Unless the expenditures of the Government are reduced, 
or new taxation is imposed, the National indebtedness will essen- 
tially be perpetual, and, therefore, there is not much truth in the 
discussions that the system must soon come to an end from a 
lack of bonds on which a bank note circulation can be based. 

Instead of destroying the system entirely, in the event of the 
redemption of the National bonds, why could not a much sounder 
system be established by replacing the Government bonds by others 
which might be designated by law or by proper authority? 
We have already had the experience of State officers in conduct- 
ing such a system. In most cases they were inefficient, and the 
systems failed. Why not, therefore, whenever Government bonds 
shall be redeemed, replace them by others as above mentioned 
and let the Government be responsible for the issues, and thus 
practically continue the same circulation, which all admit is the 
best the country has ever had? If the Government bonds were 
replaced by a considerable list of good bonds which are readily 
obtainable, the currency would be elastic and sound, and thus com- 
bine the two most desirable qualities which a circulation should 
possess. Of course, it may be objected that ‘such a system of 
banking would not be constitutional, but if there be anything in 
this objection, why not amend the constitution and try this experi- 
ment? Would not this be much safer than to renew the experiments 
of State issues? As we have already said in a previous number, 
some of the States would doubtless establish good laws and enforce 
them honestly and efficiently, but nothing is more certain than 
that some of the States would enact laws of a very different 
character and neglect to enforce them, and thus the people would 
suffer. What is worse, the poorer people, who would know less 
about this circulation and be less able to discriminate between 
sound issues and those less valuable, are the persons who would 
suffer most under such a state of things. That is precisely what 
happened when the old system of State bank issues existed. 

One more reflection. There are those who believe that all 
money, of whatever kind, should be issued by the nation, and not 
by the banks, and this opinion is growing everywhere. It is said 
that the banks should confine themselves to their own proper 
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business, and that the function of issuing money is not one of 
these. On the other hand, the limits of the State should be as 
carefully guarded, and while its proper function is to issue money, 
it has no right to engage in any form of banking. These two 
functions are clearly distinct, and much may be said in favor of 
confining the issues of money, of whatever kind, to the State. 
Possibly it may be said that bank note issues are not to be 
regarded as money, but simply as an agency for exchanging com- 
modities, but this does not hardly agree with the popular use of the 
term. Mr. Horace White, in his interesting and valuable paper, 
published in the present number, returns to the old safety fund 
principle, established by the State of New York, and insists that 
if banks contribute a sum for the redemption of bilis of broken 
banks probably this would be quite enough to secure all the 
holders of them. The New York system broke down because the 
banks attempted to secure all classes of creditors, as well as note 
holders. The original fund, in the crash of ’37, was more than 
sufficient to have paid all the note holders, and he therefore con- 
tends, from that experience, that it would be a safe experiment 
to try once more. This portion of his paper is very suggestive, 
and it may be added that his views on this subject are in accord 
with those of Mr. Knox, who gave the subject a great deal of 
study. Perhaps there is enough merit in a safety fund system 
to warrant a thorough discussion of it, though there are difficulties 
in the way of its adoption now which did not exist before. These 
have been well stated by the New York Dazly Commercial Bulletin, 
and will be found in another place in the present number. 





9 


A National Bank May be Garnisheed.—The Federal statutes pro- 
vide that no attachment can be issued against a National bank 
or its property before final judgment in any suit in a State court. 
This statute has been interpreted on several occasions and its 
meaning is now well understood, but it has not been determined 
until recently whether a National bank is subject to a garnishee 
or trustee process. This question has been decided by Judge Adams, 
of Illinois. He has decided that a bank must answer the inter- 
rogatories relating to the property of the person sued in such a proc- 
ess. The reason for the decision seems to be that the property of 
the bank is not concerned in any way, but only that of some person 
who may have property in the bank, and, therefore, the statute 
exempting a bank from attachment before final judgment does not 
apply. Probably the question will be carried further. 
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A REVIEW OF FINANCE AND BUSINESS. 


THE GENERAL SITUATION. 


The first month of the new year has come and gone with few 
important developments in the business situation, as was the case 
during the last month of the old year. The chief and most sig- 
nificant change from the old to the new, was in the gradual improve- 
ment of business, incident to the commencement of new enterprises, 
as the closing up of old ones caused a temporary cessation, of 
activity in some branches of business. This annual balance sheet 
has now been made out and has shown a very handsome credit 
to the account of the old year. That balance has already begun to 
move into new channels of investment and industry; and, the 
pulse of the business world beats more rapidly and strongly in 
both financial and commercial circles. This is true in face of the 
“silver danger,’ over which the organs of a single standard have 
been doing their best to frighten business men and capitalists from 
engaging in new enterprises. That there is danger; and that it 
has deterred the investment of capital and the placing of new 
industries is no doubt true. But there is such a thing as nec- 
essary warning as well as exaggeration of danger; and, the favor- 
able conditions of business, are the verdict of the community that 
the howl of the press is regarded as exaggeration. 


THE GOLD AND SILVER SCARE. 


No doubt the repeal of the Sherman Silver Coinage law would 
lift a great incubus from both finance and trade. The neglect of 
Congress to urge the repeal of this piece of legisjation, is due to 
the fear that the popularity of the Free Coinage law has not yet 
subsided. Were this bugbear of the single standard organs removed, 
it would no doubt stimulate business more than any other influence. 
As it is, they claim we have only about $10,000,000 free gold above 
the $100,000,000 held by the Treasury to redeem the greenback 
circulation; and, that at the rate of gold exports for the past 
month, it will only require another month to exhaust that sur- 
plus, “after which, the deluge,” in shape of “a Treasury deficit,” 
“an issue of Government bonds,” or some other terrible thing or 
heroic remedy therefor. 

Yet, in the face of all this hue and cry, general business has 
improved the past month, notwithstanding the other and next 
most serious drawback to new enterprises, that will be effected by 
the tariff legislation of the next Congress. That the uncertainty 
of the future is greatly increased by these two impending 
questions is beyond controversy ; and were it not for them, the 
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country would undoubtedly now be enjoying one of those ‘“ booms” 
that come about once every decade. As it is, the momentum of 
the enormous volume of last year’s business, caused directly and 
solely by the enormous crops and export demand of 1891-1892, is 
still carrying this country along on the wave of that prosperity, 
to which has been added the stimulus of very high prices for the 
shorter crops of 1892, excepting only breadstuffs, of which wheat 
and flour alone are low. That this additional impetus to trade will 
be sufficient, together with that of the World’s Fair, to carry the 
country through another year of prosperity at least, is almost 
beyond the range of impossibilities, except ‘in case of cholera or 
other national calamity. 


THE CONFIDENCE OF BUSINESS MEN, 


it will therefore be seen, is not ill founded, despite all the arti- 
ficial drawbacks, which have been magnified, for the reason that 
they are overwhelmingly offset by unusual natural conditions 
favorable to continued activity in trade and to a more profit- 
able return than last year upon a volume of business nearly, 
if not quite as large. There can be no mistake in this forecast 
of the business of the coming year, unless the above conditions 
shall be reversed by bad crops and high cost of living to the con- 
sumer or low prices and loss to the producer and a poor export 
demand, which might bring on a money crisis, by exports of gold 
instead of our crops to pay our indebtedness to foreign countries. 
The chances, however, are in our favor, on the general business 
of the country, although some industries may have a bad year, as 
is always the case in the most prosperous times. As for danger 
to business interests from a revision of the tariff, there is, per- 
haps, less cause for apprehension than from financial legislation; 
for the reason that party responsibility for the latter is divided by 
the division in both the great political parties on the Sil- 
ver question; while the incoming administration and its sup- 
porters must take the whole responsibility for changes in the 
tariff, and will therefore be compelled by party policy to avoid 
any legislation that will cripple any established industry. That 
conservatism will guide the coming revision of the tariff is there- 
fore regarded as certain by business men of both parties and in 
all industries. 





EFFECT ON THE STOCK MARKET. 


This return of confidence at home and abroad has been seen in 
the increased activity and strength in the Stock market the past 
month, the volume of business having been larger than for many 
months. Foreign buying instead of selling, as for two years past, 
has been one of the most significant features, in spite of the 
Silver scare in Europe, following the woeful failure of the “ Bime- 
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tallic’’ Conference at Brussels, which is chargeable to the new 
Gladstonian Ministry, which was less favorable to bimetalism than 
the Salisbury Government. In addition to this new source of 
demand, the investment inquiry for our better ‘western railway 
securities has exceeded anything, even on the enormous crop and 
trafic of last year, especially in the Granger stocks whose lines 
terminate at Chicago, and which will be most benefited by the 
World’s Fair. To this extent the public has been in Wall Street 
for the first time in “many days”; and its presence with that of 
foreign buyers, has given the Stock market a bullish instead of the 
bearish temper of months past. The movement began in the 
better dividend Granger dividend payers. But it has extended to 
the discredited “Industrials” or Trust stocks which the Bears over- 
sold, on the prospects of hostile legislation against them, until 
their owners were compelled to support them. In this way an 
enormous short interest has been created in these shares the last 
two months, which was forced to cover the last two weeks, on the 
growing strength and activity in the general stock market. 
But the boom thus created, has been utilized by the insiders to 
unload a large line of these stocks on the professional specula- 
tors, who have bought on the “points” freely distributed, of 
increased dividends on new combinations or schemes by which some- 
thing could be made out of nothing, at the expense of the public 
and for the benefit of the Trusts. Wall Street never fails to raise a 
perennial crop of these financial “rainbow chasers,” on whom the 
Trust managers can rely to relieve them of anything they do not 
want themselves—excepting the earth—which they always keep. 
This is all there is in the “Industrial” stocks boom, while that in 
investment stock has lulled, since the one started in the Gould 
stocks, after his death, has been followed by a more or less sharp 
reaction. Nevertheless, the railroads of the country, generally, are still 
blocked up with an enormous freight traffic, which they have not 
enough rolling stock to handle, although the extreme cold weather 
of January has reduced interior shipments of almost all classes of 
freight. Fortunately very few roads have suffered from snow block- 
ades and therefore the ratio of expenses to receipts is not so large 
as usual in severe winter weather. 


THE MONEY MARKET 


has continued to work easier, the entire month, under the steady 
increase in supplies of currency, which have been retiring in 
volume from all sections of the West and South, where collections 
have been unusually good and the amount of indebtedness to 
tradesmen reduced to a smaller volume than in years. The South 
even, has been lifted out of the Slough of Financial Despond, into 
which it sank last year, under two enormous crops in succession 
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and the loweSt prices on record. ‘This year,” said a gentleman 
from Austin, Texas, recently in this city, “the planters in our 
State raised one of the best crops we ever had, with the expectation 
of five cent cotton, and, they raised the crop on that basis, be- 
cause the merchants would not advance them any more. When 
cotton went up to eight cents, therefore, it brought millions more 
money into the State than was expected, or than the planters 
owed. Hence, they are in a better position than ever before, as 
well as the merchants who have got their advances back. from the 
planters, and the latter have plenty of money to spend for the 
necessaries or comforts of life. Trade was therefore never better in 
our State,” concluded he. The same is true of the live stock 
sections of the West, where hogs and beef, especially the former, 
have not brought such prices in years. The one low-priced farm 
product has been wheat, and that has been marketed in larger 
volume even than last year, which has put a large amount of 
money in circulation in the West and Northwest. This explains 
the steady and heavy inflow of currency since the new year, and 
money has fallen back to mid-summer rates, in spite of the con- 
tinued free exports of gold, which have had little or no influence 
on the money market. Time money has been in fair demand, 
however, at the declining rates and the banks have been steadily 
accumulating reserves. 


THE COLD WEATHER AND THE COAL TRADE, 


There is one industry, however, which has found a perfect God- 
send in this unusual winter weather; but it needed it badly 
enough; and that was the anthracite coal trade, which, a month 
ago, was on the verge of a collapse in the combination, to keep 
up prices, because of a glut in the market and the practical 
blockade of its chief carrier, the Reading. Now, all this has been 
changed; prices have gone up to consumers instead of down, stocks 
have been reduced, mines have been started up, and general 
activity in both mining transportation and sale of coal has taken 
place of the stagnation of a month ago. Such a lift has not 
been given the coal trade in years, or since the old-fashioned 
New England winters went out of fashion some dozen years ago. 
It may, therefore, be sufficient to brace up and hold the combi- 
nation together, and to keep up prices, both of which seemed in 
danger a month ago. Yet, the cost of transportation and of min- 
ng during such cold weather has been increased as much or more 
than the price; and the gain has been chiefly in working off the 
accumulations of stock, which, in the case of the Reading, were 
enormous at the beginning of the month; and, hence it has been 
able to profit more by this increased demand and price than 
most of the competitors. The bituminous producers have also 
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profited, though not so much as the anthracite, because domestic 
or household consumption is supplied by the latter, yet both have 
had all they could do to supply the extraordinary demand. The 
effort to form a combination or agreement among the bituminous 
companies has been progressing, but has not yet been accom- 
plished. There has been little change or activity in the iron 
trade, however, and little of interest has transpired in that indus- 
try during the month. 


THE GRAIN MARKETS 


have undergone some change for the better since the new year, 
owing to the weather chiefly, which has been so severe in this 
country and in Europe as to cause apprehensions for the growing 
crop of winter wheat in France and in the southern half of our 
own winter wheat belt, both of which sections have been partially 
unprotected by snow. The same cause checked the heavy move- 
ment of wheat from our spring wheat belt; and, by the aid of a 
Bull clique, formed in Chicago, some time ago, to “bull” wheat, on 
the low price, there has been quite a sharp advance during the 
month, although the enormous, visible supply of eighty-two million 
bushels in this country and Canada has continued to increase, in- 
stead of beginning to decrease, as usual after the new year, if 
not after the close of inland navigation, which was delayed into 
December this winter, by the wild weather of that month. At 
the same time, stocks in Great Britain began to show a marked 
decrease with the incoming year, and the speculation in wheat be- 
came quite bullish on the other side as well as here, Continental 
markets following Liverpool and Paris on the report of French 
crop damage. But milder weather in Europe and here toward 
the close of the month dissipated these fears, for no damage had 
really been done there or here by frost. With this came a re- 
action, and a considerable part of the grain has since been lost, 
though export demand has begun to increase since the ice block- 
ade in our Atlantic ports has broken enough to allow the move- 
ment and loading of vessels, which was for a time almost  sus- 
pended. This will give us a poor showing in exports for January 
compared with preceding months, although the Gulf ports have 
made up in part the Joss from Atlantic shipping points, as a 
larger proportion of our grain exports than usual, have gone by 
the former routes this winter, notwithstanding the difficulty in get- 
ting cars down the Mississippi River roads. Flour has, of course, 
sympathized with wheat on the advance, but only partially on the 
decline, as it has been selling at the lowest prices on record for 
the past three months; and, so much below its relative value 
compared with other food products, as to greatly increase its con- 
sumption at home and abroad, and to increase the demand from 
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Europe materially the past month for forward shipment. Other 
grains have sympathized with wheat, corn in particular, in which 
Deacon White has taken a hand again for another Bull movement, 
since he paid up in full, on the first of the new year, his losses 
on his old Field, Lindley Corn Deal of two years ago when he 
was believed to have been sold out. 

THE PROVISION MARKETS, 


however, have continued to lead the Bull procession since the new 
year, as they did all last fall, and until there was a veritable Bear 
panic in these markets the latter part of December and into Jan- 
uary. Then nearly all the big packers and European shipping 
houses who had been on the wrong side from $11 to $12 for 
pork, 6% to 6% cents for lard and 5% cents for short ribs, up 
to $19, II cents and Io cents, respectively, gave up the fight and 
came in and covered at enormous losses and took the Bull side. 
This condition of affairs has been used by the successful 
Bull clique in provisions, headed by Cudahy of Chicago, who 
have made millions out of their foresight. But stocks of hog prod- 
ucts are still the smallest ever known at this season of the year, and 
practically exhausted, so far as cured meats and lard are concerned, 
the supply of which is scarcely equal to home demand, notwith- 
standing export business has almost ceased at this enormous 
advance in prices, except of purchases made on the advance at 
much lower prices. Home consumption has also been greatly cur- 
tailed, and yet prices continue to advance on this unparalleled 
scarcity, although many believe that the summer supply of hogs 
will be up to an average, and that prices must go back so soon 
as farmers begin to market their hogs more freely. 

Beef products have sympathized for the same reason, though 
only partially and later, and high prices for meats of both kinds are 
still booked for the next few months, and probably for several 
months in beef, which does not feel the effect of a short crop so 
soon as hogs, but feels it longer. 


THE COTTON BOOM, 


however, has suffered a collapse the past month as it was carried 
beyond reason last autumn, in face of large stocks carried over 
from last year, and of the Lancashire strike or lockout in England, 
and of the depressed condition of the cotton industry in Europe, 
and especially in Great Britain. The reaction, however, has been 
in no proportion to the enormous advance, and the South is still 
getting good prices for its crop and prosperity is returning to that 
section of the country if it is not staying with the speculators 
on the Cotton Exchange who made so much money on the rise 
last fall. 

Outside of these great speculative markets there has been little 
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of interest and no important changes in the other staples of pro- 
duction. The dry goods trade has continued in good shape and 
active for the season of the year, considering the terrible winter 
weather, and its prospects are good for another year. 

H. A. PIERCE. 
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FINANCIAL FACTS AND OPINIONS. 


State Banks—One of the most valuable and interesting features 
of the last report of the Comptroller of the Currency is devoted 
to the State banks, their number, capital, etc. The Comptroller 
remarks that in 1792 there were in the United States only 12 banks, 
and their united capital was only $18,935,000. In the progress of 
a hundred years the growth of the business is made plain through 
all its various stages of private, State and National banking sys- 
tems, until it appears that in the year of 1892 there were 9,340 
banks in the United States, and their combined capital was $1,071,- 
073,048. The sum given as the capital of the banks in_ 1792, 
which, comparatively, is so small, included the $10,000,000 capital 
of the old United States Bank. There are, at the present time, 
in the United States 3,191 State banks, not including savings 
banks and Trust Companies or Loan Associations. The number 
of State banks has more than doubled in the last five years, and 
in the last twenty years they have increased nearly 140 per cent., 
while the gain of National banks has been barely 20 per cent. 
The loan and discount business of these State banks now repre- 
sents the vast sum of over $700,000,000 annually. The _ locality 
whence came the most active work in favor of the repeal of the 
ten per cent. tax is that in which the great majority of these 
State banks are situated, that is, one-half in the Western States, 
and a large percentage of the remainder in the South and South- 
west. The exact figures are 434 in the Pacific States and Terri- 
tories; 1,836 in the States between the Rockies and the Ohio 
River; 574 in the Southern States, and only 320 in all the New Eng- 
land and Middle States. In addition to the regular State banks, 
the savings institutions and private banking concerns bring the 
total number of that class of financial institutions, outside the 
National banks, up to nearly 5,000, representing over $500,000,000 
of capital. When these enormous figures are considered, and it 
is further considered that this $500,000,000 is the property of active, 
energetic, business men, then it «will be understood how it came 
about that the *“ Wild-cat Bank’ became such a factor in the recent 
campaign in the South and West, and is likely to be an active 
element in the legislation of the ensuing four years. But no one 
should for a moment believe that these numerous State banks and 
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their phenomenal increase indicates in the slightest degree a 
lessening of confidence in the National banks. On the contrary, 
it is to be fairly deduced from the Comptroller’s report that the 
public has the utmost confidence in these institutions, for while their 
aggregate capital only reaches $686,573,015, the deposits of citizens 
of the United States amount to the vast sum of $1,765,422,983. 
This is nearly three times the capital, while the deposits in all the 
State and private banks, savings banks and Loan and Trust Com- 
panies only exceed the capital by about a million and a half, 
and if the tax now imposed on State banks is removed the country 
will see that within ten years even this surplus will disappear, 
because, with the limitation removed, no sane man doubts that 
scores of so-called banks will start up all over the country, promise 
large interest to depositors, get in a fairly large boodle, and then 
collapse, the result being that in a very brief time the application 
of the old adage, “ A burned child dreads the fire,” will be seen, 
and the public will look with distrust on a// State banks, the 
consequence being increased business for the National banks; so 
that while, for a time, the repeal of the present tax might work to 
the disadvantage of the National banks, in the end it would prove 
of benefit to those institutions. 





Percentage of Silver Money.—-In the following table will be found 
the total amount of money in the country, the amount of silver 
money exclusive of subsidiary silver, and the proportion of silver 
to the total on July 1 of each year since 1878, and on December 


1, 1892. 


Total supply Per cent. 

Fuly t. of money. Szlver. of silver. 
ee seuneeodor $1,033,640,891 $41,276,356 4.0 
ere 1,185,550,327 69,660,408 5.9 
"Se 1,349,592,373 95,297,083 7-1 
ORE 1,408, 397,889 122,788,544 8.8 
SR cabins cums 1,472,494.345 152,047,685 10.3 
ee 1,487,249,838 180,306,614 12.1 
bets ecddenenbenn 1,5.37:433)550 208, 538,967 13.5 
GM etueetssenenn 1,561,407,774 237,191,906 15.2 
“ERE 1,633,412, 705 277,445,707 17.0 
- Sane 1,691,441,027 310, 166,459 18.3 
Ge <sevccsececeece 1,658,672,413 343;947;093 20.7 
| RRR wees  1,685,123,429 380,083,304 22.5 
itkckeswneisnseue 1,677,794,044 438,753,502 26.2 
1 892 ae ee ee ee ee 1,75°0,979,429 49°, 657,886 28.0 
1892 I eee 1,765,860, 295 510,122,762 28.9 





* December 1. 


The proportion of silver to our total supply of money kas 
increased from 4 per cent. on July I, 1879, to 28.9 per cent. on 
December 1, 1892, from $41,000,000 to $510,000,000. Practically the 
entire increase in our currency since 1881 has been in silver, for, 
while the total supply shows an increase of $416,000,000, about 
$415,000,000 is in silver. Since 1887 there has been an increase in 
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our silver money of $232,000,000, and of only $132,000,c00 in the 
total supply, showing a loss of $100,000,000 in other kinds of 
money. Since July 1, 1890, there has been an increase of $130,- 
000,000 in silver and a decrease of $50,000,000 in other kinds of 
money, making an increase of $80,000,000 in the total supply. In 
two years and five months since July 1, 1890, just before the new 
silver law was passed, the ratio of silver to the total supply has 
been increased nearly 6% per cent. The silver lining to the cur- 
rency garment is assuming a prominence that must force recogni- 
tion speedily. 

Gold Holdings of Bank of France—The Bank of France has 
been the principal accumulator of the $140,000,000 of gold which 
have been shipped from the United States during the past two 
years. The comparison of the gold holdings of the Bank of Eng- 
land, the Bank of France and the Bank of Germany on January 
5, 1892, with those of January 7, 1893, is as follows: 


1892. 1893. 
ES. Es do deunedewanensdece $1 12,000,000 $122,000,000 
EO OF ETT Er 268,000,000 341,000,000 
ee Oe Sc Ko scndbsvaccneces 171,000,000 161,000,000 


The moderate increase of $10,000,000 in gold holdings at London 
is offset by an equal decrease at Berlin. It is at Paris that the 
gold has increased to the sum of $73,000,000—within a few millions 
of the amount shipped during the past year from the United States. 
How the Bank of France has strengthened its gold reserves during 
the past few years is shown by these comparative figures of its hold- 


ings: 
dice dds eee CR EER EOE SCRE oes $200,000,000 
I Os cd doo ns kasncd dneeteeseedad voce weuseesuen 246,C00,000 
i i is 6 6edéeeehinen seks ehedesedadoeseenndt 224,000,000 
eC cau chwd ence ee ends CeO seeinettenee eens 268,000,000 
0 Cis cacdduned ie Chew eeneieeseeseenerenuees 341,000,000 


Austro-Hungary’s policy of resuming gold payments on January 
1, 1893, has been largely responsible for the accumulation of gold at 
Paris. Fear of demands for the metal from Vienna induced this 
policy, and the Baring collapse and recent monetary uncertainties 
contributed. Now that the Austro-Hungarian financial crisis is 
past and the demand from Vienna has not materialized, the Bank 
of France will probably find itself worth more gold than it cares 
to retain. 





Reduced Production of Silver—A large falling off in the produc- 
tion of silver is expected from the silver States for 1892. The prod- 
uct of Idaho, it is supposed, will be reduced one-half, and reports 
from other States lead to the belief that the product for the entire 
United States during the calendar year 1892 will be at least eight 
million ounces less than the figures for 1891, which were 58,330,000 
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ounces of fine silver. The figures thus far given are merely estimates, 
but there is no doubt of a considerable reduction. If there is no 
other way of solving the silver question the diminished production of 
the metal will solve it. This is the hard remedy applied to adjust 
supply and demand in the ordinary operations of commerce. Only 
the best minds can endure a large decrease in the value of silver. 
Of course, the closing of the mines means a heavy loss to the 
owners, unless a new mode can be adopted for continuing the use 
of silver as money. If the present silver law is repealed many 
more mines will be closed. The coming months, therefore, are 
momentous for the silver mine owners. 





Issue of Gold Bonds to Replenish the Treasury—It has been 
asserted that Secretary Foster was desirous of issuing gold bonds 
with which to replenish the Treasury, but President Harrison 
opposed his wish. If there was anything in this report we can- 
not help thinking that the country was on the side of the Presi- 
dent in putting a stop to this experiment. For, if gold is needed 
for foreign uses it can easily enough be had whether it is in 
possession of the banks or of the Treasury, and the mere transfer 
of it from the one place to the other will not prevent its outflow 
to European countries. All the gold here must be regarded as a 
common fund which others can obtain if they are willing to pay 
enough tor it. It is only a question of price. Europe holds 
enough of securities, of one kind and another, to drain away every 
dollar of gold. If, on the other hand, we desire to retain our 
gold more than foreigners do to get possession of it, then it is 
quite evident that we must resort to a stronger measure than the 
transfer of gold from the banks to the Government if we intend 
to keep it. The Government balance, therefore, by the sale of 
bonds, might indeed be increased for a short time, but only by 
diminishing the outside balance. Whether we should endure the 
loss that has taken place with equanimity is another question. 
Some think this can be done without injury; others entertain 
a different opinion. One thing is known, at present this is regarded 
as the best reservoir from which to draw gold supplies for Euro- 
pean uses, and as long as this opinion is entertained the deple- 
tion of our gold suppiy will continue until Europe has obtained 
all that is wanted. There seems to be two reasons for this deple- 
tion. One is to obtain a larger stock abroad for monetary uses, 
especially by Austria; and the other is the sale of securities by 
investors through fear that they may be compelled to take silver 
in payment. Doubtless many investors are quite unwilling to part 
with them and are not cheerful over the prospect of taking silver, 
which may not be worth more than 30 per cent. of their face 
value or of the gold equivalent. Altogether the export of gold, 
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the unsettled value of silver, are causing very serious results, and 
which will be more pronounced in the future. 





The Value of Gold—tIn a letter addressed to the London £cono- 
mist the writer asks: “If all countries at once forbid the use of 
cotton for cloths would not the price of cotton decline?” In like 
manner, if the principal European countries should cease to coin 
any gold “there would be no longer a market for it and the price 
would greatly decline.” He is correct in maintaining that if the 
gold-using countries of the world ceased to use this metal for 
monetary purposes its value would doubtless greatly decline, just as the 
value of cotton or wool or any other product would decline in 
value if it was no longer used. Doubtless the value of silver has 
greatly declined in consequence of its diminished use as money. 
Indeed, this is the chief cause which has affected its value of late 
years. The use of silver in the arts is constantly extending, and, 
therefore, if it had been used as generally for money as_ before, 
its value would have been preserved, notwithstanding the enormous 
increase of production. But its value is fated chiefly for the 
reason that the more enlightened nations of the world have out- 
grown the use of it any longer for money, except for minor 
coinage. The same fate would happen to gold if it ceased to be 
used as money. But so long as it is used for other purposes, a 
portion of its value at least would remain, even if it ceased to be 
used as money. Perhaps a time will come when the world can 
dispense with the use of this metal. If, as already remarked, we 
are finding ways to economize the use of money by establishing 
Clearing Houses and other arrangements, it may be that, after silver 
has become completely buried, gold too will share its fate, and the 
world will then wonder that it toiled so long to acquire either 
metal for effecting a purpose which might have been effected so 
easily and cheaply without them. 





Taxation of Savings Banks.—These institutions are among the 
most meritorious which exist in our country, and therefore they, 
if any, ought to be favored in bearing the burdens of taxation. 
Unhappily, they are the very ones on which too many legislators are 
disposed to impose excessive taxation. One of the new schemes 
in New York is to tax their deposits as personal property, and also 
to tax the bank on its surplus. Neither of these propositions 
ought to prevail, because aimed directly at the class which ought, 
wherever possible, to be prevented from the burdens of taxation. The 
depositors in savings banks are the children, the women and the 
men who believe it a safe place to put their earnings, which con- 
stitute the little all they are setting aside against a rainy day. 
The number of depositors as compared with the sum in bank is 























1893. | FINANCIAL FACTS AND OPINIONS. 577 


very large with these institutions, and the average amount of the 
deposit is correspondingly smail. It is customary to pay from 
three to four per cent. interest, and, if the deposit is to be taxed, 
that much must be taken from the income the little sums return 
to the owners. This they can ill afford to bear. The one per 
cent. taken from a deposit of $500 means more to the depositor 
than the same sum taken from depositors in commercial banks. 
As a rule, the patrons of savings banks are the poor people of 
every community. 

Nor is the other horn of the dilemma proposed any more 
attractive. The proposition to tax the surplus would result in 
the deduction of interest which the bank is able to pay its deposit- 
ors by the same ratio as the tax levied by the State, or at least 
by half that ratio, either one of which would be a burden rather 
to the patrons than to the bank itself. To levy upon it would 
be to discourage the accumulation of a surplus, and yet a surplus 
has no other purpose than to make the depositors secure. It is 
there to provide against any unforeseen contingency which may 
arise, and to make the bank safe against any mishap. To tax 
this surplus would so cripple the savings banks as to seriously 
interfere with their work. In a certain sense a savings bank is 
a charitable institution. They may make money, it is true, but 
they afford a place of safe deposit for people of limited means, 
where their money can be earning them at least a little revenue. 
To be sure there are a few wealthy patrons of these institutions, 
but the great majority of depositors are among those dependent 
upon wages by the day, the week or the month, for an income, 
and the sums in the bank represent what the strictest economy 
enables them to save. Savings banks, if possible, are more care- 
ful about their investments than the commercial institutions, and 
every possible safeguard is thrown about them to protect those whose 
money they have. So far as the law can conscientiously do so, 
savings banks should be fostered. These institutions are, in many cases, 
the best friend the poor people have. If a bill is introduced at the 
coming session to tax either the deposit or the surplus it ought 
never to be favored with being reported from the committee room. 
There are other and better ways of increasing the revenues of the 
State without placing the burden where it will be heaviest and 
where it will impose a hardship. 





Annual Report of the Connecticut Bank Commisstoners.—The 
annual report of the Connecticut Bank Commissioners for the year 
ending Oct. 1, 1892, has been submitted to Governor Morris. The 
number of savings banks is eighty-eight, an increase of one since 
Oct. 1, 1891. The new bank is the Burritt Savings Bank of New 
Britain. The total number of depositors in all the savings banks 
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in the State Oct. 1, 1892, was 361,061, the gain for the year being 
13,136. The deposits amounted to $130,686,729, the gain: for the 
year being $8,104,569.57. The average amount due depositors was 
$394.75, being a gain of $9.18 as compared with Oct. 1, 1891. The 
largest amount due a single depositor was $107,528.62. The divi- 
dends declared during the year amounted to $4,918,576.77, the 
year’s increase amounting to $115,483.37. The amount deposited, 
including interest accredited during the year, was $34,719,815.05, 
and the amount withdrawn aggregated $26,615,245.48. The office 
expenses, including salaries, amounted to $342,873.40. In all the 
banks the assets yielding no income amounted to only $407,708.- 
28. There has been no change in the number of the State banks 
or the amount of their capital during the past year. They show 
a net increase of surplus of $72,623.24. The number of trust com- 
panies doing a banking business is ten, the same as last year. 
The Stamford Trust Company has increased its capital stock $50,000. 
The ten trust companies show an increase of surplus of $63,802.35. 
There are ten investment companies transacting business under 
Connecticut charters, or organized under the laws of the State. 
The capital amounts to $4,116,170. They have debenture bonds 
outstanding to the amount of $3,647,910.30. They report assets to 
the amount of $14,703,992.27. 





The Georgia Bank Bill—As much has been said concerning the 
bill introduced into the Georgia Legislature for establishing a State 
bank circulation, it may be remarked that it embodies the best 
features of the Canadian system, with such changes as experience 
has suggested to meet Canadian defects, and provides a good 
substitute for the fast disappearing National bank currency. It guards 
the issues of the banks, first by the requirement that they shall 
not exceed 75 per cent. of the capital, second by requiring the 
deposit by the Bank of Georgia State bonds, United States bonds, 
or Georgia municipal bonds, in an amount equal to the amount 
of the notes which the bank puts in circulation, and third by 
making every stockholder liable to an amount equal to his stock 
for the redemption of the currency. This last provision is additional 
to what is required of the National banks—the assessment there being 
only for other debts—and is perhaps made necessary by the fact 
that the bond security may be inferior to that of the National 
banks, though not inferior to*what that was, measured by the 
market value, when these were established. It is further required 
that every one of these new State bank notes shall be at all 
times redeemable at the will of the holder in “gold, silver or 
lawful money of the United States.” Any failure of a bank to 
redeem its currency upon demand subjects them to interest at the 
rate of 24 per cent. per annum for ten days and after that time 
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throws them into liquidation. Then the State redeems the cur- 
rency precisely as the United States Treasury does that of a 
defaulting National bank, from the proceeds of securities which the 
bank has deposited with the State to secure its circulation. The 
State, or a commission formed by the bill, is to issue the notes, 
and the Controller-General is to sign them, by way of giving them 
the indorsement of the State. The most important element of elas- 
ticity is secured by a provision that any bank may at any time 
surrender a part or the whole of its circulation, or it may sur- 
render go per cent. of its notes and deposit funds for the redemp- 
tion of the remainder, and receive the bonds deposited as security. 
The limit of expansion is fixed by the security deposited with the 
Government and the capital of the bank, but the limit of contrac- 
tion is left for the banks to determine. 





The North Carolina Bank Bill—The following is a synopsis of 
the bill introduced in the North Carolina Legislature, entitled “ An 
act to authorize State banks to issue notes.” It is an open secret 
that Treasurer Tate drew the bill. It provides that any bank or 
banking association now chartered, or which may be chartered by 
the State, and doing business within the State, may issue circu- 
lating notes, payable on demand in lawful money of the United 
States, under the limitations contained in the act, to an amount 
not exceeding the paid-up cash capital of such bank. To secure 
the payment of these circulating notes, North Carolina 4 per cent. 
bonds or 6 per cent. bonds shall be deposited with the State 
Treasurer in amount equal to the circulating notes to be issued 
to any such bank. The bonds so deposited shall be held exclu- 
sively for the security of the circulating notes until the latter are 
redeemed; but any bank may return any part of its circulating 
notes for cancellation and withdraw ratably the deposited collater- 
als. Upon the deposit being made the State Treasurer will issue 
the bank circulating notes in blank, registered and countersigned, 
equal in amount to the par value of bonds deposited. The notes 
so issued can be then circulated by the banks as money. No 
bank shall issue post-notes or any other notes to circulate as 
money, than such as are authorized by this act. The circulating 
notes shall be printed from plates engraved in the best manner, 
to guard against counterfeiting, etc., and be in $1, $5, $10, $20 
and $50, as may be required, and on their face it shall be stated 
that they are secured by State bonds deposited in the State 
Treasury. The plates and dies are to remain under the entire 
control of the State Treasurer. The expenses are to be paid out 
of the taxes or duties collected on the notes aforesaid. Upon a 
bank’s failure to pay these notes at its place of business, the 
holder may have the same protested and presented to the State 
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Treasurer for redemption, and then, after giving notice to such 
defaulting bank, the Treasurer may advertise that he will sell by 
public auction so much of the collateral in his hands as is appli- 
cable to the payment of such dishonored notes, and out of the 
proceeds of such sale redeem the same. To further secure the 
notes, the stockholders of the bank issuing them shall be liable 
for their payment to an amount equal to their individual stock 
in such bank, and verified lists of such stockholders shal] be fur- 
nished in January and July, with the amount of stock each holds. 
The tax to be paid by the banks upon such circulating notes 
shall be upon their receipt one-half of one per cent. upon the 
amount of notes delivered, and then the same tax semi-annually 
upon the amount of notes outstanding. Neither the State Treas- 
urer nor any one in his office shall own any stock or other 
interest in any bank issuing such notes. 





Banking in North Dakota.w—Much valuable information about 
North Dakota banks and the State banking law is found in Public 
Examiner Wallace’s report to the Governor. The report claims 
that the law has been of great advantage to North Dakota, hav- 
ing added $1,000,000 to the State’s assessed valuation. The Public 
Examiner recommends that the minimum capital of the State banks 
should be increased to $10,000. It is also recommended that the 
Public Examiner should be given the same authority over State 
banks as the Comptroller of the Currency has over National banks, 
viz., to at once take charge of and appoint a receiver for banks 
found insolvent. Regarding usury, the Examiner recommends an 
amendment to the present law, which he says is violated every 
day. He suggests that the State and National banks should be 
placed on an equal footing in this matter. It is recommended 
that the State banks be required to pay a small sum for examina- 
tion, according to their capital stock, and that an increase of 
$2,250 for necessary clerk hire and expenses be allowed by the 
Legislature. 





Economic Publicattons—One of the noteworthy movements in eco- 
nomic literature is that conducted by a number of the educational 
institutions. In the several publications issued by them, economic 
questions are undergoing a more thorough investigation than ever 
before. Theoretical discussions occupy a large space, nevertheless ; 
every now and then a paper appears which is the result of an 
extended and thorough study of economic facts. The latest pub- 
lication of this kind has just been issued by the University of 
Chicago, and is entitled, “The Journal of Political Economy.” The 
principal portion consists of four articles. The first is a study 
of political economy in the United States, by Prof. Laughlin, who 
is at the head of the economic department of the university. 
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Another article is contributed by a French author, and relates to 
the French commercial policy. President Andrews, of Brown Uni- 
versity, writes on the Socialism of Rodbertus. The concluding 
article, by a new author, Mr. T. B. Veblen, relates to the price of 
wheat since 1867. This is a valuable study. The need of better 
economic knowledge by the people in general is a very trite remark. 
Every session of the Legislature and almost every other political 
movement clearly indicates the general ignorance prevailing on 
these matters. With respect to taxation, for example, Prof. Laugh- 
lin says: 

On the practical problems of taxation and public finance, in which 
European countries have been most interested, the people of the 
United States have made little progress. It is true that a better 
quality of writing and thinking has been made accessible to our 
readers on such subjects; but the dense ignorance of cardinal doc- 
trines of taxation, even among leaders, remains a marked character- 
istic of the present day. The management of municipal, county and 
State taxation furnishes many instructive lessons, but chiefly those 
arising from blunders and mistakes. The so-called “single tax’ theory 
is accepted by a relatively small number of people, and probably 
has little or no chance of ever coming into use as a practical method of 
taxation. A belief in the inequality of taxation on personal property is 
very widespread, but a practical remedy has not yet commended itself 
to most people. Serious problems of importance remain to be studied 
out and their results disseminated. 
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BANK COLLECTIONS.* 


[CONTINUED. } 


THE LIABILITY OF A BANK FOR THE CONDUCT OF ANOTHER IN 
MAKING COLLECTIONS. 


A long controversy has been waged by the State courts whether 
a second or sub-collecting bank, appointed by the first, shall be 
held responsible for its negligence to the owner of the note sent 
for collection, or whether the first collecting bank shall be held 
responsible also for the negligence of the second or sub-agent. 

In New York, the first bank is responsible for the negligence 
of the second. Judge Allen thus broadly declares the law: “A 
bank receiving a bill or promissory note for collection, whether 
payable at its counter or elsewhere, is liable for any neglect of 
duty occurring in its collection, by which any of the parties are 
discharged, whether of the officers and immediate servants or 
other agents of the bank, or its correspondents or agents employed 
by such correspondents.”’+ In 1839, the highest court in the Statet 


* Copyrighted by HOMANS PUBLISHING COMPANY. 
+ Ayrault v. Pacific Bank, 47 N. Y. 570, 573, affg. 6 Robt. 337; Walker v. 
Bank, 9 N. Y. 582; Commercial Bank v. Union Bank, 11 N. Y. 203; Mont- 
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rendered this formal determination: ‘“ Resolved, That when a bank 
or broker, or other money dealer, receives upon a gagod consider- 
ation a note or bill for collection in the place where such bank, 
broker or dealer carries on business, or at a distant place, the 
party receiving the same for collection is liable for the neglect, 
omission, or other misconduct of the bank or agent to whom the 
note or bill is sent either in the negotiation, collection, or paying 
over the money, by which the money is lost or other injury sus- 
tained by the owner of the note or bill, unless there be some 
agreement to the contrary express or implied.” 

The reasons for the rule, which were given by Senator Ver- 
planck, thirteen Senators concurring, have not been since stated 
perhaps with greater force: ‘What, then,” inquired the distin- 
guished Senator, “is the ordinary undertaking, contract or agree- 
ment of a bank with one of its dealers, in the case of an ordi- 
nary deposit of a domestic note or bill, payable in the same town, 
received for collection? It is a contract made with a corporate 
body having only a legal existence, and governed by directors who 
can act only by officers and agents; or if it be with a private 
banker, he, too, is known to carry on his business by clerks and 
agents. The contract itself is to perform certain duties necessary 
for the collection of the paper and the security of the holder. 
But neither legal construction nor the common understanding of 
men of business can regard this contract (unless there be some 
express understanding to that effect), as an appointment of the 
bank, as an attorney or personal representative of the owner of the 
paper, authorized to select other agents for the purpose of col- 
lecting the note and nothing more. There is a wide difference 
made as well by positive law, as by the reason of the thing itself, 
between a contract or undertaking to do a thing, and the delega- 
tion of an agent or attorney to procure the- doing the same thing 
—between a contract for building a house (for example), and the 
appomtment of an overseer or superintendent, authorized and 
undertaking to act for the principal in having a house built. The 
contractor is bound to answer for any negligence or default in 
the performance of his contract, although such negligence or 
default be not his own, but that of some sub-contractor or under 
workman. Not so the mere representative agent, who discharges 
his whole duty if he acts with good faith and ordinary diligence 
in the selection of his materials, the forming his contracts and the 
choice of his workmen. Now, in the case of a deposit for collection 
of a domestic note or bill payable in the same town, no one can 
gomery Co. Bank v. Albany City Bank,“*7 N. Y. 459; Naser v. First Nat. 
Bank, 116 N. Y. 492; Corn Exchange Bank v. Farmers’ Nat. Bank, 118 N.Y. 
443, 447; St. Nicholas Bank v. State Nat. Bank, 128 N. Y. 26; Hoard v. 


Garner, 3 Sandf. 179. 
t Allen v. Merchants’ Bank, 22 Wend. 244. 
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imagine that this, instead of being a contract with the bank to 
use the proper means for collecting the paper, is a mere delega- 
tion of power to act as an attorney for that purpose. If this were 
so, and it should happen that by the fraud, the carelessness, or 
the ignorance of a clerk or teller, the only responsible parties were 
discharged, or the note itself lost or destroyed, it would be a 
sufficient defense for the bank if it could show that the directors 
had employed ordinary care and caution in selecting their officers; 
or any similar defense which would be good in the mouth of an 
attorney-in-fact, or a steward acting in good faith for his princi- 
pal, who had been defrauded in any transaction. If such were the 
understanding of this business, and the merchant had to trust to 
the responsibility of the teller or clerk through whose hands his 
paper may pass, and not to that of the bank which employs them, 
few deposits for collection would be made, and it would soon be 
found expedient to deal only with banks or bankers who would 
guarantee their officers. But the natural and general understanding 
of men of business is surely not this; it is that of an implied 
agreement with the bank itself, of whose officers and agents they 
have no knowledge, and with whom they have no privity of con- 
tract.” 

The same rule has been adopted in New Jersey,* Ohio,f indiana,} 
Michigan,|| Montana,$ Minnesota,{/ Alabama,** and by the Supreme 
Court of the United Statestt in England. In the case before the 
highest Federal court a Pittsburgh bank sent to one in New York 
for collection, drafts drawn on a company in Newark, New Jersey. 
The New York bank accordingly sent them to a bank in Newark 
for collection, and which was negligent in performing the service. 
The Pittsburgh bank having sued its New York correspondent to 
recover the loss, Judge Blatchford said, in delivering the opinion 
of the court: “ We regard as the proper rule of law applicable 
to this case that declared in Van Wart v. Woolley,||| where the 
defendants, at Birmingham, received from the plaintiff a bill on 
London, to procure its acceptance. They forwarded it to their 


* Zrtus v. Mechanics’ Nat. Bank, 35 N. J. Law 588; Davey v. Yones, 42N. 
J. Law 28, 31. 

+ Reeves v. State Bank, 8 Ohio St. 465; Bank v. Butler, 41 Ohio St. 519; 
Young v. Noble, 2 Disney 485; Bank v. Moore, Hamilton Co. Dis. Ct. 4 Bull. 
291. 

{t Zyson v. State Bank, 6 Blackf. 225. 

| Szmpson v. Waldby, 63 Mich. 439. 

§ Power v. First Nat Bank, 6 Mont. 251. 

“| Stretssguth v. National German-American Bank, 43 Minn. 50. 

** Branch Bank v. Knox & Co., 1 Ala. 148; Bank v. Huggins, 3 Ala. 206. 

tt Exchange Nat. Bank v. Third Nat, Bank, 112 U. S. 276, 290; Jaber v. 
Perrot, 2 Gall. 565; contra Hyde v. First Nat. Bank, 7 Biss. 156. 

\) 3 Barn. & Cres. 439; Mackersy v. Ramsays, 9 Clark & Fin. 818. 
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London banker, and acceptance was refused, but he did not pro- 
test it for non-acceptance or give notice of the refusal to accept. 
Chief Justice Abbott said: ‘Upon this state of facts it is evident 
that the defendants (who cannot be distinguished from, but are 
answerable for their London correspondent) have been guilty of a 
neglect of the duty which they owed to the plaintiff, their employer, 
and from whom they received a pecuniary reward for their serv- 
ices. The plaintiff is, therefore, entitled to maintain his action 
against them, to the extent of any damage he may have sustained 
by their neglect. In that case there was a special pecuniary 
reward for the service. But upon the principles we have stated, 
we are of opinion that by the receipt by the defendant of the 
drafts in the present case for collection, it became, upon general 
principles of law, and independently of any evidence of usage, or 
of any express agreement to that effect, liable for a neglect of 
duty occurring in that collection, from the default of its corre- 
spondent in Newark.” 

On the other hand, in Massachusetts, “when a note is deposited 
with a bank for collection, which is payable at another place, the 
whole duty of the bank so receiving the note in the first instance is 
seasonably to transmit the same to a suitable bank or other agent 
at the place of payment. And as a part of the same doctrine it is 
well settled that if the acceptor of a bill or promisor of a note has 
his residence in another place, it shall be presumed to have been 
intended and understood between the depositor for collection and 
the bank, that it was to be transmitted to the place of the resi- 
dence of the promisor, and the same rule shall then apply as if 
on the face of the note it was payable at that place.” In Fabens’ 
Case* “it was known at the time of the indorsement of the note 
that the promisor lived in Philadelphia, and, of course, that the 
note must be sent there for collection. We are therefore of opin- 
ion that the defendants had performed their duty when they trans- 
mitted the note to a solvent bank in good standing and were not 
responsible for the misfeasance or negligence of that bank.’’t 

* Fabens v. Mercantile Bank, 23 Pick. 330; Dorchester & Milton Bank v. 
iNvew England Bank, 1 Cush. 177. See, also, Darling v. Stanwood, 14 Allen, 


504, 507. 

+ Shaw, C. J., adding that ‘‘we cannot perceive that it makes any difference 
in respect to the defendant’s liability that this, note was received as collateral 
security. The general property was still in the plaintiff. It was to be collected 
for him.” (Warren Bank v. Suffolk Bank, 10 Cush, 582.) The case of Bank of 
Washington v. Triplett, 1 Pet. 25, was cited to sustain the position of the court, 
but the United States Supreme Court, in the latest case on the subject, declared that 
‘‘the question under consideration was not presented, for, although the defend- 
ant bank in that case was held to have contracted directly with the holder of 
the bill to collect it, the negligence alleged was the negligence of its own offi- 
cers in the place where the bank was situated.” (Axchange Nat. Bank vy. Third 
Nat. Bank, 112 VU. S. 282.) 
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The reasons for this rule have perhaps never been better stated 
than by Chancellor Walworth, with whom nine Senators concurred, 
in the case of Allen v. Merchants’ Bank.* “It is a general rule 
of law, that banks and other corporations, as well as individuals, 
are liable for the acts or omissions of their general officers and 
servants, in relation to any business intrusted to the corporation 
or individual to be transacted. But this rule does not apply to a 
case where, from the nature of the business to be performed, it 
cannot be done by any of the ordinary officers or servants of the 
corporation or individual, but must be intrusted to a_ sub-agent 
employed for that special purpose; or where by the usages of 
trade it is customary to employ a special agent for the purpose 
of transacting the business. Here, from the very nature of the 
business to be transacted, and from the general usage in such 
cases, it was necessary to employ a bank or other agent in Phil- 
adelphia for the special purpose of negotiating this bill of exchange, 
and of receiving the payment thereof, if it should be duly hon- 
ored. Prima facze, the risk of the neglect of such foreign bank 
or other special agent to negotiate the bill properly should be 
upon the owner of the bill who has impliedly authorized the 
employment of such special] sub-agent. I admit that if it had 
been the custom of the banks to receive a commission or com- 
pensation for the collection of such bills and notes, beyond the 
difference of exchange between the two places and the actual 
expenses of negotiation, it might very properly have been con- 
sidered as in the nature of a del credere commission, so as to 
render such banks legally liable for the loss which might be occa- 
sioned by the negligence or misconduct of their corresponding 
banks or agents. The incidental benefit which the bank in New 
York might receive, in having the money collected through that 
institution, from the chance of its remaining there as a deposit 
for a short time after it was collected, was undoubtedly a sufh- 
cient consideration for an implied agreement on the part of the 
bank, that the bill should not be lost to the plaintiffs by reason 
of any negligence on the part of the bank, or of its officers or 
servants. . . But it certainly would be going very far to say 
that this mere chance of benefit to the bank was in fact a de/ 
credere commission, from which an agreement to warrant the 
plaintiffs against loss from the mistakes and negligence of the cor- 
responding bank or agent could be legally inferred.” 

The reasoning of Senator Verplanck, adopted by the majority of 
the Senators, who composed the highest tribunal at that time, did 
not convince the Supreme Court, for in the case of the Bank of 
Orleans v. Smith,t decided three years afterward, the members 


* 22 Wend. 215, 224. 
+ 3 Hill 560. 
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clung to the Chancellor’s view. In the Montgomery County Bank 
case,* however, a quietus was put on the question, and since that 
day no Nelson has disturbed his judicial brethren ‘by his strong, 
though ineffectual, reasoning. But which of these rules has found 
most fayor with the judges of other States? It is true that the 
Supreme Court of the United States have adopted the New York 
rule; the judges of the State courts, however, have far more gen- 
erally favored the rival rule, and this is especially true of the more 
recent course of judicial decision. [In one of the latest cases, Mr. 
Justice Post, speaking for the Supreme Court of Nebraska,t has 
remarked : ‘‘Whatever may have been the reasons arising out of 
the business methods existing at the time Alen v. Bank was 
decided for the rule adopted therein, the reason for such a rule 
is wanting in view of the present changed conditions. Banks, as 
a general rule, have now no facilities for making collections at 
distant points, not enjoyed by the business public at large. For- 
merly they may have enjoyed a monopoly of information relative to 
location, names and credit of banks at distant or remote points. 
To-day, however, business men, by means of the information 
derived from the press and the numerous directories at their com- 
mand, may collect their bills through the medium of banks at the 
place of payment as cheaply, safely and expeditiously as their local 
bank. It is more convenient, and, therefore, more frequent, for cus- 
tomers to deposit drafts and acceptance with their home banks 
for collection, paying therefor the cost of exchange only. In this 
case, for instance, the bank not only made the collections for 
defendant in error without charge, but allowed him to _ over- 
draw an account thereof, thus realizing on his paper at once. As 
said by Chancellor Walworth in Allen v. Bank, there is, in cases 
like this, no consideration sufficient to support an undertaking by 
a bank to answer for the default of a correspondent where it has, 
without fraud or negligence, in proper time, forwarded the paper 
to a reputable correspondent, with proper instructions, and when 
the loss is not occasioned by the act or omission of any of its 
immediate agents or servants. The theory of those cases which 
hold the remitting bank liable in such cases is that the advan- 
tage of exchange between different points is a sufficient induce- 
ment for banks to assume the liability sought to be imposed. This 
may be conceded, so far as the inconvenience and costs of col- 
lection is concerned, but to-us it seems wholly inadequate as a 
consideration for an implied undertaking to insure against loss on 
account of the fraud or insolvency of a correspondent. The 
Supreme Court of Tennessee, in Loudsville Bank v. First National 
Bank,t after a thorough examination of the cases on the sub- 


*7N. Y. 459. 
+ First Nat. Bank v. Sprague, 51 N. W. Rep. 846. 
¢t 8 Baxter tot. 
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ject, summarizes as follows: ‘The more reasonable and just con- 
struction of the undertaking of the bank in which the bill is depos- 
ited for collection is that, when the bill is payable at another 
and distant place, the bank so receiving the bill discharges itself 
of liability by transmitting the same, in due time, to a suitable 
and reputable bank or other agent at the place of payment; and 
in such case it is manifest that a sub-agent must be employed ; 
and the assent of the principal is implied, as it cannot be said 
that the reviving bank was expected or bound to send one of its 
own Officers to the distant point of payment for the purpose of 
personally attending to the collection for the very inadequate com- 
pensation usually paid to banks for such service.’* To the views 
thus expressed we give our unqualified assent.” The imperfect 
character of the New York rule is seen in the tendency of the 
courts to narrow its application, though in their endeavors to do 
this are making some of the ways dark which would be luminous 
under the operation of the other rule. Thus, in sending checks 
or other instruments to the bank at which they are payable for 
payment, which may be legally done in that State, in what capac- 
ity does the bank act? In some cases the courts have said that 
it was the agent of the sending bank; in others of the payor, 
the mails acting as the presentor. In some of these cases the 
capacity in which the bank acted as agent of the sending bank 
was Clearly manifest; in other cases it was difficult to perceive 
that they were not acting in the same manner, except that the 
courts said they were not. The difficulties in the way of estab- 
lishing the doctrine that the mail can thus be used as a pre- 
sentor, doing the work of a bank or other agent, has been 
already described, and we do not believe that the courts would 
have ever tried to establish it except as a limitation to the prin- 
ciple of a collecting bank’s liability for the conduct of a _ sub- 
agent. Admit that the second bank is acting as a sub-agent in 
such cases, and that the first is not responsible for its conduct if 
due care has been exercised in selecting it, and the courts would 
have no need to resort to this peculiar subterfuge of the mails 
to find a mode of just escape for the principal collecting bank 
for the conduct of the other. 

In what States, then, does this prevail? First established, and 
afterward overthrown in New York,f the rule has been adopted in 


* And Beck, J., in Gwuelich v. National State Bank, 56 la. 434, 435, has 
said that ‘‘a sub-agent is accountable ordinarily only to his superior agent when 
employed without the assent or direction of the principal. But if he be employed 
with the express or implied assent of the principal, the superior agent will not 
be responsible for his acts. There is, in such a case, a privity between the 
sub-agent and the principal, who must, therefore, seek a remedy directly against 
the sub-agent for his negligence or misconduct.” 

+ Smedes v. Bank, 20 Johns. 372, affd. 3 Cow. 663; McKinster v. Bank, 9 
Wend. 46, affd. 11 Wend. 473. 
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Massachusetts,* Connecticut, + Maryland,{ Missouri, | Illinois,§ Ten- 
nessee,f Iowa,** Wisconsin, tt Kansas,{{ Mississippi, ||| Louisiana, §§ 
Nebraska, 11 Pennsylvania. *** 


[TO BE CONTINUED.] 
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NATIONAL AND STATE BANKS. 


A PLAN FOR CONTINUING THE NATIONAL BANK NOTE SYSTEM WITH- 
OUT BOND SECURITY. 

The following is an address delivered before the American Academy 
of Political and Social Science at Philadelphia, by Horace White. 

The National banking system was recommended to Congress by Sec- 
retary Chase in his first annual report, December, 1861.. He urged its 
adoption, both as a measure of currency reform and as a means of 
replenishing the public Treasury. As a matter of fact, the act brought 
little aid to the Treasury until after the need of it had passed 
by. The war ended practically in April, 1865. The whole amount of 
National bank notes issued up to the 3d of that month was only $98,896,- 
488. The sum total of fiscal aid gained by the operation of the act up 
to that time, therefore, did not exceed $109,000,000, and this was only 
3 6-10 per cent. of the borrowings of the Government. 


THE TAX ON STATE BANK NOTES. 
The National Bank bill was not favored by Congress during the first 
or the second year of the war. It was reported adversely by the Com- 
mittee of Ways and Means on the 8th of July, 1862. In December fol- 


* Fabens v. Mercantile Bank, 23 Pick. 330; Dorchester & Milton Bank v. 
New England Bank, 1 Cush. 177; Warren Bank v. Suffolk Bank, 10 Cush. 
582. 

+ Lawrence v. Stonington Bank, 6 Conn. 521; Fast Haddam Bank v. Scovit, 
I2 Conn. 303. 

t Fackson v. Union Bank, 6 Har. & Johns. 146; Crtzzens’ Bank v. Howell, 
8 Md. 530. 

| Daly v. Butchers & Drovers’ Bank, 56 Mo. 94. 

§ ina Ins. Co. v. Alton City Bank, 25 Ill. 243; Fay v. Strawn, 32 Il. 295. 

4] Bank of Loutsville v. First Nat. Bank, 8 Baxter 101; Second Nat. Bank 
v. Cummings, 18 So. W. Rep. 115 (Tenn.) 

** Guelich v. National State Bank, 56 la. 434. 

tt Stacy v. Dane Co. Bank, 12 Wis. 629. 

tt Bank v. Ober, 31 Kansas 599. 

\| Zhtrd Nat. Bank v. Vicksburg Bank, 61 Miss. 112; Zzernan v. Commer- 
cial Bank, 7 How. 648; Agricultural Bank v. Commercial Bank, 7 Sm. & 
Marsh 592; Bowling v. Arthur, 34 Miss. 41. 

§§ Hyde v. Planters’ Bank, 17 La. 560; Baldwin v. Bank, 1 La.Ann. 13; 17 
La. Ann. 560. 

94] First Nat. Bank v. Sprague, 51 N. W. Rep. 846. 

*** Merchants’ Nat. Bank v. Goodman, 109 Pa. 422, 427; Wingate v. Mechan- 
ics Bank, 10 Pa. 104; Mechanics’ Bank v. Earp, 4 Rawle 384; Bellemire v. 
Bank, 4 Whart. 105. See Bradstreet v. Everson, 72 Pa. 124; Hazlett v. Com- 
mercial Nat. Bank, 132 Pa. 118. 
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lowing the Secretary renewed his recommendation with great earnest- 
ness, and the recommendation was reinforced by President Lincoln in 
his annual message. Notwithstanding all this, the opposition to the 
measure in Congress was exceedingly stubborn. The bill was started 
this time in the Senate, where it was passed February 12, 1863, by a vote 
of 23 to 21. A few days later it passed the House by 78 to 64. It was 
revised and repassed on the 3d of June in the following year, but 
neither in the original nor in the amended act was there any discrim- 
inating tax on State bank notes. This tax was an afterthought. It was 
proposed by Mr. Hooper, of Massachusetts, in the House, on the 17th 
of February, 1865, and in the form in which he offered it, it was defeated. 
It was again offered in substantially the shape in which it now stands, 
on the same day, by Mr. Wilson, of Iowa, and it was adopted by an acci- 
dent. The vote was 68 yeas to 67 nays, but Mr. Brooks, of New York, 
who had bitterly opposed it in debate, voted in the affirmative in order 
to move a reconsideration. When he moved the reconsideration, Mr. 
Washburne, of Illinois, moved to lay that motion on the table, and on 
the latter motion the vote was a tie, 71 to 71. The Speaker then voted 
in the affirmative, and his vote saved the Wilson amendment. If Mr. 
Brooks had voted in the first instance as he had fought, there would 
have been a majority of one against it. 

In the Senate the Committee on Finance reported adversely to the 
tax, but was overruled by a majority of two. I mention this merely to 
show how small was the preponderance of sentiment, if any, in favor of 
the tax at the time when it was enacted. Although enacted on the 3d 
of March, 1865, the tax did not go into effect until August 1, 1866, or 
fifteen months after the close of the war. 

The constitutionality of the tax has been called in question. The 
Supreme Court held, in the case of Veazze Bank v. Fenno, that it was 
not repugnant to the Constitution. There may be room for difference 
of opinion as to the scope of the decision, but according to my reading 
the court held that the right of Congress to tax bank notes existed, and 
that the judicial department of the Government could not prescribe 
limitations to the legislative department upon the exercise of its 
acknowledged powers. 

A different question is raised when we look at the moral and econom- 
ical features of the tax. If you can tax bank notes, not for the purposes 
of revenue, z. ¢., not for the usual purposes of taxation, but for some- 
thing quite different, you may tax anybody or anything on the same 
principles. The debate shows that the tax was imposed to kill State 
bank notes, not to obtain money for public uses. Such a power can be 
invoked to destroy any industry, to take away any man’s livelihood, and 
to reduce him to beggary. This power was invoked a few years ago to 
destroy the oleomargarine industry, and there is now pending a bill, 
which has passed one branch of Congress, to tax out of existence the 
business of making a certain class of contracts called “futures.” This 
bill has created far more commotion during the past twelve months than 
the tax on State bank notes ever did. Itwas and is advocated by some 
who have no pecuniary interest to serve, as an anti-gambling statute. 
Dealing in futures, they say, is gambling. Ought we not to suppress 
gambling by every means in our power? Whether dealing in futures 
is gambling or not, whether some of it is gambling and some not, I - 
observe that orthodoxy is brought in to give a lift to every such meas- 
ure. It was especially so in the oleomargarine case. The making of 
this article was pronounced immoral and even infamous, although it 
turned out that the most deceptive and deleterious compounds in the 
market going under the name and guise of butter were really butter 
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done over with chemicals. Now orthodoxy, according to a well-known 
formula, is my doxy and heterodoxy is your doxy. If I want to tax 
your business out of existence because it interferes with mine, I shall 
begin by persuading Congressmen that you are a bad fellow and that 
your influence over the young is pernicious. I confess that I was cap- 
tivated with the idea of taxing the Louisiana Lottery out of existence 
by act of Congress, but I see now that a better way was found. I hope, 
if another round is to be fought with that monster, that means may be 
devised for overcoming it without resort to so doubtful an expedient ; 
for there is no limit to its oppressions if the principle is admitted that 
you may use the taxing power for other purposes than those of the 
public fisc. 

But we are confronted with the fact that the thing has been done. If 
the means were questionable, still we are not responsible. The blame, 
if any, is on the last generation. Are we required, upon sentimental or 
other grounds, to undo what they did, even at the risk of producing 
chaos? _ I consider the sin of inflicting a bad currency upon the people 
the deadliest that a Government can commit. Hence it becomes us, 
before answering this question, to look at the probable consequences. 

If we are to assume that one of the consequences will be the circula- 
tion of bank notesas bad as some of those which existed before the war, 
no further argument is needed. There were good banks and bad banks 
before the war. There were good bank systems and bad bank systems. 
Let us glance at some of both kinds. 


STATE BANK OF INDIANA. 


The State Bank of Indiana was incorporated by a special charter in 
1834. The capital stock was originally fixed at $1,600,000, and of this 
sum the State was to subscribe one-half and private individuals the 
other half. The capital was afterwards increased, the State reserving to 
itself the option to take one-half of the several increments. All the 
stock subscriptions were required to be paid in specie. The State Bank 
consisted of a president and board of directors at Indianapolis, who were 
a supervising body, but who had no capital under their control and 
transacted none of the details of the business. All the details were per- 
formed by the branches of the State Bank, originally ten, but increased 
in number from time to time. The branches were managed by the pri- 
vate shareholders exclusively. The stock subscriptions were made by 
each branch separately, the capital of each being $160,000, of which the 
State took $80,000 and private persons $80,000. The earnings and divi- 
dends of each branch belonged to their own shareholders exclusively, 
but each branch was liable for the debts of every other branch. They 
were independent of each other in the matter of assets, but were united 
as to liabilities. This was the admirable keystone of the arch. 

The president and four directors of the bank (the parent institution) 
were chosen by the State Legislature to hold office for five years, and 
one director of the same was elected by each branch. 

The kind of business to be done was defined in the law. It was the 
usual banking business, including the power to issue circulating notes. 
The only limit on the amount of circulating notes was embraced in a 
provision that the debts due to or from any branch (except deposits) 
should not be more than double the capital of that branch. Theoreti- 
cally, therefore, each or every branch might have notes outstanding to 
double the amount of its capital minus any debts it owed to other banks. 
An amendment was passed in 1836 allowing discounts to be made to 
the extent of two and one-half times the capital stock. They were not 
allowed to lend on mortgage security or to deal in real estate, except 
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such as might come to them in the way of security for loans previously 
made; and in such cases they were required to offer it at public sale 
once each year. 

In order to prevent the branch banks from falling under the control 
of individuals or cliques, it was provided that at elections of directors 
no person should cast more than Iov votes, however large his holdings 
might be. Holders of one to four shares might cast one vote. for 
each share; four to thirty shares, one vote for every two shares ; thirty 
to ninety shares, one vote for every four shares, and so on—a scheme 
of minority representation borrowed from the Massachusetts Law of 
1828. No branch could lend money on the security of its ownstock. No 
officer or director could borrow on terms different from the public, nor 
could they indorse for each other, nor could they vote on questions 
where they were interested. On all applications for loans above $500, 
a majority vote of five-sevenths of the board was necessary, and this 
must be entered on the minutes with the names of the directors so vot- 
ing. Directors were individually liable for losses resulting from infrac- 
tion of the law, unless they had voted against thesame and caused their 
votes to be entered on the minutes, and had notified the Governor of the 
State of such infraction forthwith, and had published their dissent in 
the nearest newspaper. Any absent director should be deemed to have 
concurred in the action of the board, unless he should make his dissent 
known in like manner within six months. 

Such were the leading features of this monumental bank. It contin- 
ued until the expiration of its charter to be a great and beneficent financial 
institution, highly profitable to its shareholders and advantageous to the 
community. When the crash of 1837 came, it held Government deposits 
to the amount of $1,500,000, all of which it paid in the usual 
course of business. The first installment of this deposit ($80,000 gold) was 
conveyed in a stage-coach over the Alleghany Mountains to Washing- 
ton City, by the late J. F. D. Lanier, of New York, who was then presi- 
dent of the Madison Branch Bank. It was rechartered as the “ Bank 
of the State of Indiana” in 1855. It was one of the few institutions that 
did not suspend specie payments in the panic of 1857. The State very 
properly ceased to be a shareholder when the first charter expired. Its 
participation was deemed necessary in the beginning to procure the 
requisite capital, but it wisely kept its own hands off the management. 
The State banks of Illinois and Kentucky, which were owned wholly by 
the States, and were managed by public officers, soon went to smash. 
That of Indiana paid into the State Treasury twelve to fourteen per cent. 
per annum in dividends, besides nearly doubling the original capital 
. the “round up.” This money was turned into the State Schooi 

und. 

When the State of Indiana adopted a new Constitution, in 1851, a 
clause was inserted prohibiting the State from becoming a shareholder 
in any bank or other corporation. Another clause authorized the Legis- 
lature to pass a general banking law, and a third clause provided that 
note-holders should be preferred creditors of failed banks. 


STATE BANK OF OHIO. 


The State Bank of Ohio had a different origin and was of later birth. 
It was made a part of a banking law of wide scope passed in 1845. It 
seems to have been modeled after the Indiana law, with a few differences. 
The State of Ohio had no pecuniary interest in it. There were a number of 
banks existing in the State when the law of 1845 was passed, and the law 
authorized the formation of others, but restricted the aggregate amount 
of capital to a fixed sum and appointed commissioners to parcel it out, 
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as though banking were a necessary evil, like dynamite: The law pro- 
vided that any number of banks, not less than seven then existing, or to 
be organized thereafter, might become branches of the State Bank of 
Ohio. The latter, like the State Bank of Indiana, was a mere Board of 
Control, and was so denominated in the law. The central and govern- 
ing idea of this law was the security of the note-holder. Note-issuing was 
proportioned to capital in the following manner: Any branch might 
issue $200,000 of notes for the first $100,000 of capital, $150,000 of notes 
for the second $100,000 of capital ; $125,000 of notes for the third $100,- 
000 of capital ; $100,000 of notes for the fourth $100,000 of capital, and 
$75,000 of notes for each additional $100,000 of capital. Each branch 
was required to deposit with the Board of Control ten per cent. of the 
amount of its circulating notes, either in specie or in bonds of the State 
of Ohio or of the United States, as a safety fund for the protection of 
the holders of notes of any or all the branches. The Board of Control 
might invest any money belonging to the safety fund in the bonds of 
Ohio or of the United States, or in mortgage on real estate in the 
county where the branch was situated, worth double the amount of the 
loan, exclusive of buildings or other destructible property. Each branch 
was liable for the circulating notes, but not for the general debts of the 
other branches. In case of the failure of any branch to redeem its notes, 
the Board of Control was to make an assessment fro raza on the other 
branches, and reimburse them as soon as the assets in the safety fund 
could be disposed of; and then the safety fund was to be reimbursed 
out of the assets of the failed branch before any other creditor was paid. 
The State Bank of Ohio had thirty-six branches and was highly success- 
ful. 

These are the only essential points of difference between the State 
Bank of Ohio and that of Indiana. The General Banking Law of 1845, 
of which the State Bank of Ohio formed a part, made provision, how- 
ever, for free banking on the New York plan, which will be described 


later. 
LOUISIANA BANK ACT OF 1842. 


The State of Louisiana had her full share of bank misery in 1837 and 
later. Her banks suspended specie payments, and so remained until 
1842. In that year the State passed a banking law which was, in nearly 
all respects, a model for other States and countries. 

The principal features of this law were the requirement (1) of a specie 
reserve equal to one-third of all its liabilities to the public; (2) the 
other two-thirds of its liabilities to be represented by commercial paper 
having not more than ninety days to run; (3) all commercial paper to 
be paid at maturity; and if not paid, or if an extension were asked for, 
the account of the party to be closed and his name to be sent to the 
other banks as a delinquent ; (4) all banks to be examined by a board of 
State officers quarterly or oftener; (5) bank directors to be individually 
liable for all loans or investments made in violation of the law, unless 
they could show that they had voted against the same if present; (6) 
no bank to have less than fifty shareholders, having at least thirty 
shares each ; (7) any director going out of the State for more than thirty 
days, or absenting himself from five.successive meetings of the board, to 
be deemed to have resigned and his vacancy to be filled at once; (8) no 
bank to pay out any notes but its own; (9) all banks to pay their balances 
to each other in specie every Saturday, under penalty of being immedi- 
ately put in liquidation; (10) no bank to purchase its own shares or 
lend on its own shares more than thirty per cent. of the market value 


thereof. 
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This law had one feature which cannot be approved. It allowed some 
loans to be made on mortgage security, but it restricted such loans to 
the bank’s capital. No part of the deposits could be lent except on 
commercial paper maturing within ninety days. I judge that not many 
mortgage loans were made by the Louisiana banks, since none of them 
suspended in the panic of 1857, although most of the banks of the 
country were temporarily closed by that catastrophe. Mortgage loans 
are all right in themselves, but they are no part of the banking busi- 
ness. 

I think that the Louisiana Bank Act of 1842 was eminently scientific. 
It was the first law passed by any State requiring a definite amount of 
specie to be kept as areserve. The Louisiana law required no pledged 
security for the circulating notes of banks nor did it put any limit on the 
amount of their issues. All this was covered—and amply covered—by 
requiring thirty-three per cent. of specie against all liabilities, whether 
deposits or notes, the balance of the assets to be in mercantile paper 
having not more than ninety daystorun. Under this law Louisiana 
became in 1860 the fourth State in the Union in point of banking capital 
and the second in point of specie holdings. I think, however, that the 
requirement of a thirty-three per cent. reserve of coin (or, as we say now, 
of ‘ lawful money ’’) was excessive, and that the twenty-five per cent. in 
larger cities and fifteen per cent. in other places, required of National 
banks, is ample. It is a matter of history that the Louisiana Bank Act 
of 1842 was strictly and intelligently enforced until the city of New 
Orleans was captured during the civil war. 


MASSACHUSETTS AND THE SUFFOLK BANK SYSTEM. 


The Massachusetts Banking Law, as it existed before the war, con- 
sisted of two parts, the first part relating to chartered banks. This was 
one of the best banking laws ever produced. No individual could hold 
more than one-half the stock of any bank, no person could be a director 
of more than one bank, no person could be a director whose stock was 
pledged for debt. Neither the debts nor the credits of a bank could 
exceed twice the capital stock paid in, except for deposits and for debts 
to or from other banks. Directors were personally liable for violation 
of this clause unless they dissented or were absent, in which case they 
must notify the Bank Commissioners of the State forthwith. No bank 
could pay out any notes but its own, nor issue any notes, directly or 
indirectly, except at its own banking house, or issue any notes with the 
understanding that they should be kept out a certain length of time. 
No bank could make a loan repayable in anything except specie or its 
own notes. Incase of bank failure the note-holders were to be paid 
first. Each bank was required to keep fifteen per cent. of specie as a 
reserve against both circulation and deposits, but country banks might 
reckon their balances in Boston banks payable on demand as specie. 
This specie reserve clause was passed in 1858, after a hard struggle. It 
was copied from the Louisiana Act of 1842, but the amount of the spe- 
cie reserve was only one-half of that required in Louisiana. (See BANK- 
ER’S MAGAZINE, November, 1877.) When gold was paid out, it must 
be paid by weight. This was an old law of 1803 re-enacted at every 
revision of the banking laws down to and including 1860. There was a 
provision that if any new banks were chartered with greater privileges 
than those here enumerated, the same privileges should extend to all 
other banks. This proviso was inserted in the Act of 1828 and in every 
subsequent revision. The Act of 1828 provided that at elections for 
bank directors each stockholder should be entitled to one vote for the 
first share and to one vote for every two additional shares, provided 
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that no person should have more than ten votes. This‘ was re-enacted 
in the revision of 1835, but was dropped in the revision of 1860. 

The second part of the Massachusetts law was the free banking sys- 
tem. It was passed in 1851 and re-enacted in the revision of 1860, but 
as only seven banks were organized under it we need not dwell on its 
provisions. 

The distinguishing feature of Massachusetts banking was the daily 
redemption of all New England bank notes that reached Boston. This 
redemption took place at the Suffolk Bank, and hence was called the 
Suffolk Bank system. It was a voluntary arrangement like a Clearing 
House. It began in 1825. The country banks resisted it at first, but 
they were forced into it by a svstematic “run” on every one that did 
not come in and provide for the redemption of its notes at the financial 
center. The Suffolk Bank system was aided by the provision of law 
that no bank could pay out any notes except its own, but it began 
before that law was passed. In this way the goodness of all circulating 
notes was subjected to a daily test. 

It is important to observe that in each of the three systems we have 
examined, viz., the State Bank of Indiana, and the Louisiana and Mass- 
achusetts laws, the governing principle was that the bank’s assets should 
redeem its circulating notes. They rested upon the true theory that 
any system which takes diligent care of the assets will surely take care 
of the circulation, and they demonstrated in a long series of years by 
splendid results that such assurance is not beyond the reach of the 
State’s administrative powers. 


FREE BANKING LAW OF NEW YORK. 


The next great step in the evolution of banking in the United States 
was what is called the free bank system. Notwithstanding the praise 
that has been bestowed upon it, and notwithstanding its adoption as one 
feature of the National Banking Law, I think that it was a step back- 
ward and that it is destined to perish. It had its origin in the State of 
New York in 1838, although the State of Michigan had something 
resembling it a year earlier. Prior to that time bank charters in New 
York were a part of the spoils system of politics. Accustomed as we 
are to the spoils system, to-day, it sounds oddly to read that bank char- 
ters were granted by Whig and Democratic Legislatures only to their 
own partisans. Not only was this the common practice, but the shares 
in banks, or the rights to subscribe to them, were parceled out by polit- 
ical “‘ bosses ’’ in the several counties. Of course corruption flourished 
in sucha soil. The people became exasperated by the indecencies wit- 
nessed at Albany. A reaction in favor of equal rights was the natural 
consequence, and out of this came the Free Banking Law of 1838. 
Under this law the Comptroller was authorized to issue circulating notes 
to any association organizing itself as a bank and depositing stocks of 
the United States, or of any State, or bonds secured by mortgage on 
real estate of a certain specified grade. The system had a bad start. 
Within five years after the law was passed twenty-nine banks that had 
organized under it failed, and the deposited securities realized only 74 
cents on the dollar of the outstanding notes. This led to changes in 
the law by which all State bonds were ruled out except those of New 
York, and the mortgage securities were keyed up to a high pitch, but 
still not high enough. Under the present banking law of New York 
(revision of 1892), the security required for circulating notes consists of 
the bonds of the United States, or of the State of New York, or of any 
county or incorporated city in the State, or of mortgages on improved 
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real property worth 75 percent. more than the loan. Individual bank- 
ers Can issue circulating notes on the same terms. 

The free banking system was adopted in Ohio in 1845, but did not 
flourish there, because it came in competition with the State Bank and 
branches that were started at the same time. It was adopted in Massa- 
chusetts in 1851, as has been remarked, but it gained no foothold there, 
because it was really inferior to the Suffolk Bank system, which already 
held the ground. 


FREE BANKING IN THE WEST. 


The State of Illinois passed her “ Free Banking Law” in 1851. It 
was submitted to a vote of the people in November of that year and 
ratified. It provided that any number of persons might organize a bank, 
but that no bank should have a less capital than $50,000. It did not 
require that a bank should have any directors. The bank’s capital 
might consist wholly of bonds of States or of the United States depos- 
ited with the State Auditor as security for its circulating notes. The 
Auditor could deliver to the bank in circulating notes 80 per cent. of 
the market value of the securities. No examination of the affairs of the 
banks by public officers could be had except on the affidavit of share- 
holders, and then only for the purpose of ascertaining the safety of the 
investments. A subsequent amendment provided foran annual exam- 
ination by bank commissioners of the securities deposited against circu- 
lating notes. The banks were allowed to pay out the notes of any specie- 
paying banks of the United States or of Canada, no matter how remote. 

These are all the essential provisions of the Free Banking Law of IIli- 
nois as it existed before the war. You will observe that the only idea 
in the law is security for circulating notes. Each bank was a kind of a 
slot machine. You dropped in a State bond and a lot of bank notes 
came out, and that was all the banking that was expected or contem- 
plated in the law. | 

The Free Banking Law of Indiana passed May 28, 1852, was very sim- 
ilar to that of Illinois. The differences were, that in Indiana the Auditor 
might issue circulating notes to the full amount (instead of 80 per cent.) 
of the securities deposited, and that each bank must have specie in its 
own vaults equal to 12% per cent. of its circulating notes. 

The Free Banking Law of Wisconsin, passed in 1853, was, perhaps, 
the worst of all. It did violence to banking principles in a variety of 
ways. It allowed the Bank Comptroller to issue circulating notes to 
the full amount of the bonds of States deposited with him by banks. It 
allowed the Comptroller also to receive the first-mortgage bonds of any 
railroad in the State, twenty miles long, or divisional mortgage bonds 
on sections of road of not less than forty miles, such road to be first 
inspected as to its physical condition by the Governor, the Attorney- 
General, and the Bank Comptroller, or any two of them. On such 
securities 80 per cent. of circulating notes could be issued, and one-half 
of the securities of any bank might consist of railroad bonds of this 
description. Directors or stockholders were required to give their per- 
sonal bonds to the extent of one-fourth of the amount of the circulat- 
ing notes, as security against depreciation of the other securities. 
Except in this particular the shareholders were not liable beyond the 
amount of their capital invested. The banks might lend money on real 
estate security to any extent. 


CAUSES OF THEIR FAILURE. 


Most of these so-called free banks turned out to be bad when the first 
real test came. Out of ninety-four free banks in Indiana fifty-one had 
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suspended even before the panic of 1857. The theory of their existence 
was that if bank notes were secured by the pledge of marketable bonds 
or stocks lodged in the hands of a State officer, it was of no consequence 
what else the bank had or did not have. The idea that a bank’s assets 
should redeem its notes did not enter into this scheme at all. Since 
there were examples of good banking present to the eyesight, like the 
State Bank of Indiana, we may reasonably ask why such a mistake was 
made. I can only answer this question in one way. Banking made 
itself known to the great mass of the community only through failed 
bank notes. One failed bank of small calioer would make more impres- 
sion on the public mind thana dozen others which never closed their 
doors. This is on the principle that one lost sheep gives its owner more 
concern than ninety-nine that go not astray. So the legislative mind, 
which generally follows the public mind, becomes exclusively fixed on 
security for bank notes, to the neglect of all other branches of the busi- 
ness. 

In practice it was hardly necessary for the bank to have a place of busi- 
ness if its notes were secured, and I remember that in some instances 
where attempts were made in Illinois to present notes for redemption at 
the bank’s counter, no counter was found, but merely a hired room in 
some place remote from any railway station and situated on some bot- 
tomless prairie road, As the country banks had a decided advantage 
over the city banks in the way of nest-hiding, the latter resorted first to 
the device of not paying out their own notes at all, but borrowing those 
of Eastern banks instead. Facilities for travel were too good, however, 
inthe East. The notes paid out in Illinois and Wisconsin went home to 
be converted into New York and Boston funds toorapidly. So the city 
bankers went to the State of Georgia and started a lot of subordinate 
banks there, with whose notes they flooded the Northwest from Chicago 
asa radiating point. None of these currency mills actually failed, but 
the rate of exchange on New York was measured by the cost of sending 
the notes to their several Georgia houses for redemption, which cost 
was at that time considerable. 

The Western free banks for the most part went down in the crash of 
1857, and again in that of 1861, and their securities being pressed on the 
market simultaneously sank to low figures, the notes falling even lower 
than the securities. Whatever may have been the design of the law- 
makers (and there is no reason for doubting that it was good), it turned 
out to be a mere scheme to enable speculators to sell bonds to the public, 
and continue to draw the interest themselves. It was possible, under 
these laws, for a man to borrow, say, $100,000 of State bonds, deposit 
them with the Auditor, receive from him circulating notes, buy wheat 
with these notes, send the wheat to New York, and sell it for money with 
which to buy more bonds to deposit with the Auditor, and so round and 
round. This was actually done in some cases, and it was considered an 
effective way of procuring an adequate supply of money. 


BUYING BAD MONEY. 


What would have happened if this supply had not existed? Why, of 
course, the wheat would have reached its market all the same, and would 
have been sold for good money, and this money would have gone to the 
wheat producer, instead of the wild-cat and red-dog notes that the State 
Auditor put his name and seal on, that were so handsome to look at, 
and that we were all so proud of in the beginning. I remember how in- 
dependent we all felt when we had some of these triumphs of art in our 


pocketbooks. 
A process of essentially the same kind for furnishing a supply of money 
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has been going on in this country during the past fourteen years. The 
Government has been issuing circulating notes of one kind and another 
on the basis of silver, and although some 400,000,000 of these notes have 
been put in circulation, money is not a whit more plentiful than it was 
before. What would have happened if nota single silver note had been 
issued, or a single ounce of silver bought? Why, the products of the 
country would have been sold all the same, and in the absence of silver 
and silver notes we should have had gold and gold notes. But, says 
some one, there is not gold enough in the world. How do you know 
that? You, or the likes of you, said the same thing before we resumed 
specie payments. You said the same thing before Italy resumed. And 
now Austria-Hungary is preparing to resume, and largely with gold 
drawn from us. Simultaneously we hear (and I believe it is true) that 
Russia has stowed away $500,000,000 of gold. I have not the smallest 
doubt that Austria-Hungary will get all the gold she needs for this pur- 
pose, and that there will still be some left. I know, too, that the ability 
of this country to draw gold from the world’s stock exceeds that of Aus- 
tria-Hungary and Russia combined, and that if we wanted more gold we 
could get it. The first step would be to repeal the present Silver Law. 
I doubt if anything else would be needed. Mr. Buckle in his “ History 
of Civilization ” showed that the world’s progress in the last 100 years 
had consisted chiefly in repealing bad laws. There is abundance of room 
left for that kind of progress in our own country. 


THE “BANKING PRINCIPLE.” 


The State Bank of Indiana, the Louisiana and the Massachusetts 
Banks were based upon what is known to economists as the “ banking 
principle,” the opposite, or counterpart, of which is called the “currency 
principle.”” The banking principle affirms that all trade is barter, that 
men would swap their goods and services directly, and without the use 
of money, if they could, but that since they cannot (owing to the com- 
plexity of human affairs) any machine which will do this swapping is a 
saving and a gain to mankind. 

This is what a Clearing House does on a large scale,and a bank ona 
smaller one. A., B. and C. and the rest of the alphabet deposit the 
money they get for their various industries and services in a bank, and 
then draw their checks for what they want to buy. This isthe same as 
though they deposited their various goods in the bank and gave to each 
other orders for goods payable in kind at the bank. There would be 
practical difficulties in making the division at the bank and in handling 
the goods, but the essential nature of the operation is not changed by 
bringing in another set of hands (namely, merchants) to transfer the 
goods and make the divisions. The fact is, that all trade is at bottom 
barter and swapping. 

Now the issue and circulation of bank notes is only an extension of 
the bank-check system. It carries swapping by machinery one step 
further. The checks of an individual often circulate through three or 
four hands before they reach the bank for payment. The bank note is 
the cashiers’ check on the bank. These cashiers’ checks circulate more 
widely than private checks, because the bank’s credit is more widely 
known, and because they are of convenient form and size. They enable 
the community to make small exchanges, to do small swapping, without 
the use of real money, Since real money is capital, they economize the 
use of capital. 

THE ‘CURRENCY PRINCIPLE.” 

The currency principle proceeds upon a theory somewhat different. 

It assumes that a certain amount of paper notes will be wanted by the 
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public at all times, will always be passing from hand to hand, and will 
never be presented for redemption. This assumption is based upon ex- 
perience, and is much the same as assuming that a certain number of 
hats or pairs of trousers will always be wanted. This amount the Gov- 
ernment itself will furnish. In England the bank issues this amount of 
notes, but it accounts to the Government for the profit over and above 
expenses, and a fair compensation for its own trouble. When the Bank 
Act was passed, the amount of the fiduciary issues of notes was fixed at 
£14,000,000. Upon this the bank was to make an annual payment of 
£120,000 besides paying all the expenses of the note issue and managing 
the public debt. It was provided also that on the discontinuance of the 
circulation of certain country banks, then in existence, the Bank of 
England should have the right to issue a corresponding amount of notes, 
paying a tax to the Government thereon, at the rate of 2 per cent. per 
annum. The net amount received by the Government from the Bank 
last year was £162,716. The fiduciary issue is based on Government 
securities. If the community wants any more notes than the fiduciary 
issue (which is now about £15,500,000), it can have them by paying gold 
for them. But obviously this is the same as using the gold, since a note 
issued against five sovereigns is merely like a gold cer‘ificate of deposit 
issued by our Treasury. True, there is no external mark to distinguish 
this Bank of England note trom any one of the £15,500,000 issued 
against securities, but it is a very different thing in fact. The Bank of 
England is a perfect representative of the currency principle, and the 
Bank of France is a perfect representative of the banking principle. There 
are no notes issued in France on Government account, nor is there any 
limit put by the Government on the amount of notes that the bank may 
issue. 


THE TRUE PRINCIPLE. 


The banking principle is the true one in theory. It is a labor-saving 
and capital-saving machine at the same time. It does for the lesser 
transactions of commerce what the bill of exchange and the Clearing 
House do for the greater ones, and in the same way substantially. It 
enables trade to be carried on to any extent within the limits of a single 
nation by a series of offsets. It is barter reduced to science. If there 
were no disturbing elements, it would gradually root out and supersede 
every other kind of apparatus for performing the exchanges of mankind. 
It would do this in the same way and for the same reason that a superior 
tool crowds out and supersedes an inferior one—as the friction match, 
for example, superseded the flint and tinder-box. But there are disturb- 
ing elements. Bad and dishonest management of banks may be mini- 
mized, but cannot be prevented altogether. The currency principle here 
has its razson d'etre. It says that the first requisite of any bank note 
system is the security of the note-holder, and that everything else should 
be subordinated to that. 

I agree to that proposition. Any system which does not make the 
note-holders secure is condemned at the start. But we have seen that 
the issue of notes against deposited securities did not save the note- 
holders from loss before the war, while careful and intelligent systems 
of banking like those of Louisiana, Massachusetts, and the State Banks 
of Indiana and Ohio did protect them fully. 1 consider note-issuing 
against deposited securities erroneous in principle, because it uses up 
the bank’s capital in procuring its notes, whereas it ought to have this 
capital free at the outset for the discount of commercial paper. 

Take an illustration. Suppose that a bank starts with $100,000 of 
capital. Under the plan of deposited securities it must pay all this and 
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perhaps more in order to get $90,000 of notes to apply to the discount 
of commercial paper. The bank cannot know whether the parties whose 
paper is discounted will draw the money in the form of notes, or will ask 
for drafts on some other city, or will draw checks which will turn up at 
the Clearing House the next day. If the parties draw out the notes, 
these may come back as deposits the next day. The notes are assets 
while the bank holds them, but they are liabilities when the public 
holds them. Each dollar has cost the bank $1.10 and the notes will 
perform no function that the notes of the old State Bank of Indiana 
would not perform. Now, supp%sing that the note-holder could be made 
safe without the deposited security. Then the bank would have $100,000 
of free capital to start with, plus as many notesas the community would 
draw out and make use of. This amount of notes is all that it can put 
out, even when it buys them from the Government at $1.10 each. There- 
fore the $100,000 of free capital is clear gain to the banking business. But, 
you say, the bank has the interest on the deposited bonds. Yes, that is 
what it gets out of a permanent investment, but banks are, or ought to 
be, organized for discounting short-time commercial paper and not for 
long-time loans. If long-time loans are wanted in the banking business, 
which I respectfully deny, more money can be made by lending on 
mortgage than by lending to Governments. 


BANKING ON SECURITIES CANNOT LONG SURVIVE, 


I have said that I think that the system of note-issuing on deposited 
securities is destined to perish. Not only is it erroneous in that it 
absorbs the bank’s capital before its doors are opened for business, but 
the only securities fit to be used for this purpose are rapidly disap- 
pearing and will soon be gone. The note-issuing feature of the National 
bank system is moribund already. But the banking feature will not 
die, even if note-issuing comes to an end. It is so interwoven with 
the commerce of the country that it will stand, and necessarily stand, 
for an indefinitely long period with or without note issues. The note 
circulation of the National banks reached its maximum of three hundred 
and thirty-six millions in December, 1872. At that time the number of 
banks was 1,940 and their capital four hundred and eighty-two millions. 
In September, 1891, the circulation had fallen to one hundred and thirty- 
one millions, while the number of banks had risen to 3,667 and the 
capital to six hundred and seventy-seven millions. This proves that the 
system is beneficial and is approved by business interests, altogether 
apart from the note-issuing feature. The reason why is not far to seek. 
The public have more confidence in the machinery of governmental 
oversight and enforcement of law, under the National system, than they 
have under State systems, and this they will continue to have even 
though some State systems are as good or better. They know that the 
National system is uniform. It operates in the same way in Washing- 
ton City and Washington State and everywhere between. When you 
know this law and the decision of the courts under it, you know all that 
is necessary. If you undertake to learn and keep track of the banking 
laws and decisions of forty-four States and four Territories, you will 
find your task a heavy one. There is now a movement on foot to secure 
uniformity of law in the States touching the marriage relation, wills, 
conveyance of land, and some other things. As we actually have uni- 
formity of law on the subject of banking, we had best keep it. 


HOW TO PRESERVE THE NATIONAL SYSTEM. 


Although note-issuing is not a necessary part of the business of banking, 
it is a vastly desirable part. As has been shown, it is a device for saving 














600 THE BANKER’S MAGAZINE, [February, 


both labor and capital in effecting exchanges among men. Hence we 
may assume that it will sooner or later supplant the present costly 
method of supplying a currency by means of silver bullion. I think 
that the National bank note can be preserved and even improved, with- 
out the bond security, by a slight change in the present law, viz. : 

Out of the present tax on bank notes constitute a safety fund to be 
lodged in the Treasury, the amount of it to be computed by actuaries, 
taking the National bank mortality of the past twenty-five years as a 
basis. After this sum is reached, let the tax go into the Treasury of 
the United States, as it does now, a part of the National revenue. Let 
the Government continue, as now, to be responsible for the notes, and 
let it retain, as now, a first lien on the assets of failed banks and on the 
liability of the shareholders. 

I am assuming, of course, that @a// the provisions of the existing law 
except bond security are retained and enforced, so that the ratio of bank 
mortality shall not increase. The report of the Comptroller of Currency 
for 1891 shows that there have been 164 National bank failures since the 
system first went into operation. The totalamount of circulating notes of 
these banks outstanding at the time of the failure was $16,209,160. It 
would take no very long time to collect this whole sum out of the tax 
on National bank notes, but of course only a small part of this would be 
wanted at any onetime. This sixteen millions of failed bank notes 
was all that the whirligig of time brought in from April 14, 1865, to 
October 14, 1891, twenty-six and a half years. Probably a safety fund, 
beginning with $5,000,000, and replenished from time to time out of the 
proceeds of the tax, would be ample. But suppose it were not. We 
would still have a first lien on the assets. The assets of these 164 failed 
banks realized $44,606,561, or nearly three times the amount of their cir- 
culating notes. I think it would be entirely safe forthe Government to 
continue its responsibility for the notes on these conditions. We must 
bear in mind that almost all the banks are sound, and honestly managed, 
the proportion of bad ones to good ones being as 164 to 3,677, or less 
than five per cent. 


BANK FAILURES WOULD NOT INCREASE, 


Would the privilege of note-issuing without bond security tend to an 
increase of bank failures? Would rascals take advantage of the new 
facilities for note-issuing in order to swindle the public? This is an 
important question. We have been so accustomed to bond security for 
bank notes that we have lost sight of some other requirements of the 
law, of equal or greater importance. One of these is that every bank 
must have a paid-up capital and that every shareholder shall be liable 
for as much more as he has paid in. Moreover, if any bank’s capital is 
impaired at any time it must be made good. The bona fide existence of 
the original capital and the restoration of it, if impaired, are secured by 
examination by public officers. Moreover, no bank can issue notes in 
excess of 90 per cent. of its paid-in capital, while the larger ones are 
restricted to 80, 75 and 60 per cent., according to their size. Moreover, 
every bank must have a sum equal to 5 per cent. of its outstanding notes 
on deposit at Washington for current redemption purposes. All these 
provisions are in the way of protection to the note-holder, and they are 
solid provisions too. 

We can now answer the question whether the suggested change in 
the National Banking Act will serve as an incentive to deliberate 
swindling, and thus increase the*amount of bank mortality over and 
above the experience of the past twenty-six years, which we have seen 
is less than five per cent. I think that five per cent. of failed bank notes 
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can always be provided for out of the proposed safety fund, without 
trenching upon the assets of the bank or the added liability of the share- 
holders, although I would retain the first lien on the same which the 
Government now holds for this purpose. I do not believe that people 
are deliberately going to risk 100 per cent. of their own capital in order 
to have the chance of cheating tothe extent of ninety per cent. of it and 
running the risk of the State prison besides. This answers the question 
whether the suggested change in the law will serve as an incentive to 
deliberate swindling or not. I think that the law will be enforced as 
well and as thoroughly in the future as it has been in the past, probably 
more so, since each bank failure teaches the Comptroller’s office some 
lesson. We ought not to stand shivering over the approaching wreck 
of the National bank note system. Those who think that it ought to 
be preserved should be willing to try some experiments. This world is 
not made up principally of cheats and rascals. The preponderance of 
honest and capable men in the banking business, as we can prove, is 
more than ninety-five per cent. But if worst comes to worst-—-if bank 
mortality should increase under the proposed change—Congress is 
always at hand to make needed amendments to the law. Wisdom will 
not die with us. 


THE SAFETY-FUND PRINCIPLE. 


The safety-fund principle is no new one in our history, It was adopted 
in New York as long ago as 1829. Each bank was required by law to pay 
to the State Treasurer one-half per cent. on its capital stock until three 
per cent. was accumulated. By some mistake or accident in framing 
the law, the safety fund was made applicable to the payment of all the 
debts of failed banks instead of the circulating notes only. The prelimi- 
nary discussion shows that the intention was to protect note-holders 
only. The contributions to the fund began in 1831. In 1835 the num- 
ber of safety-fund banks was seventy-six, witha circulation of $14,000,000. 
The amount in the safety fund was $400,000. During the first twelve 
years of its operation no safety-fund bank failed, and the fund was not 
drawn upon, for although the panic of 1837 had supervened, the suspen- 
sion of specie payments was legalized for one year, at the end of which 
time all the banks resumed. In 1841 six safety-fund banks failed, there 
being ninety contributing banks at that time, and $841,000 in the fund. 
Then the mistake of making the fund applicable to all the liabilities of 
the failed banks, instead of confining it to circulating notes, was discov- 
ered. Litigation and injunctions, delay and consequent depreciation of 
notes followed, which we have not time to recapitulate. They have 
been carefully compiled by the late John Jay Knox. (See Rhodes’ Jour- 
nal of Banking, April, 1892.) The upshot is that if the safety fund had 
been applicable only to the circulating notes, it would have redeemed 
every failed bank note during the twenty-five years that the system 
lasted. Millard Fiilmore, who was Comptroller of the State in 1848, 
gives, in his report of that year, the exact figures up to that time. He 
shows that the contributions to the safety fund had been $1,876,063, and 
the notes of the failed banks $1,548,558, leaving a surplus of $327,505 as 
against circulation. TZhzs zs perhaps the most pregnant fact in the history 
of banking in thts country. The safety-fund system and the bond- 
security system ran side by side with each other in New York for nearly 
a quarter of a century, with comparative results decidedly in favor of 
the former. Comptroller Flagg, in his report for the year 1846, says: “In 
the security of the public under each system, our experience in the fail- 
ure of ten safety-fund banks, and about three times as many free banks, 
proves that the contribution of one-half of one per cent. annually on the 
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capital of the safety-fund banks have thus afforded as much protection 
as the deposit with the Comptroller by the free banks of a sum nomi- 
nally equal to all the bills issued by them. It will be seen by reference 
to a statement under the head of insolvent free banks, that the loss to 
bill holders, on the supposition that all the securities had been stocks 
of this State, and bonds and mortgages, would have been over sixteen 
per cent., while the actual loss has been nearly thirty-nine per cent.” 

The Constitution of New York, adopted in 1846, makes note-holders 
preferred creditors of all failed banks. It may be remarked here that 
this preference of the claims of note-holders upon the assets of failed 
banks has become an axiom in banking law and science, and is no 
longer called in question. 

The late Mr. Knox, whose authority is far greater than mine on any 
banking question, argued in his report as Comptroller of the Currency 
for 1882 against the safety-fund plan and all other plans for keeping the 
National bank note svstem alive without bond security. I mention this 
lest I may seem to have overlooked it. Mr. Knox changed his mind on 
this subject completely, a few years before his death, as he told me and 
others. 

It is proper, nevertheless, to notice one of the arguments in his 1882 
report, viz.: That although the assets of failed banks when taken to- 
gether are ample to reimburse the Government for the redemption of 
failed bank notes, yet some bank failures are worse than others and 
some of them would leave hardly anything in the way of assets. Of 
course, we could not make good the deficit of one bank with the excess 
of others. The State of New York once had a similar difficulty to deal 
with. When she discovered that the blundering legislation of 1829 had 
left a shortage in the safety fund, she made it good by an issue of her 
own bonds and reimbursed herself out of the safety fund when subse- 
quently replenished. The National Government could dothe same, and 
having the taxing power always in hand would not need to wait long for 
reimbursement. For Mr. Knox’s later views, see an officially published 
“Interview between the Committee on Banking and Currency of the 
House of Representatives and John Jay Knox, on the 16th day of Janu- 
ary, 1890,” page 14. 

The Comptroller of the Currency in his last report recommends an ex- 
tension of the present bonded debt of the United States for twenty, thirty, 
and forty vears beyond its present term at two per cent. interest, for the 
purpose of continuing the National bank notes. There are serious 
objections to this plan from political and economical points of view, but 
an equally serious one from the banking point of view is that it is inade- 
quate. If carried out, it would leave the banks just where they are now. 
There is no profit in banking on a two per cent. bond. The present 
marasmus would be continued indefinitely. We hope for something 
better. We ought to strive for a system that will be really elastic and 
responsive to the wants of trade. The present system is as stiff as a 
ram’s horn and almost as crooked. One popular argument brought 
against the National banking system is that in order to get $90 of circula- 
tion we must first withdraw $100 from the community. This is a valid 
criticism as regards the localities not provided, or inadequately provided, 
with banks. aor 

An objection may be raised in reference to the source of the proposed 
safety fund. This source is the present tax on National bank notes. It 
may be said, on the one hand, that this is a part of the National revenue 
and that it cannot be spared, and on the other hand, that if it can be 
spared it ought to be repealed. In answer to this latter objection I ven- 
ture to say that this tax never will be repealed until some way is found 
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to carry on Government without revenue. Moreover, it ought not to be 
repealed. As regards the Government's need of this particular item of 
revenue: The tax for the fiscal year 1891 amounted to $1,216,104—a 
very small amount in the sum total of Government receipts, but I agree 
that at the present time the Treasury needs to look after its sixpences, 
This tax is One per cent. per annum oncircuJation. If the requirement 
of low-interest bond security were relaxed, the tax might be doubled 

- without harm or injustice. We have seen that the Government of Eng- 
land exacts two per cent. interest or tax from the bank on all note issues 
over and above the original £ 14,000,000. But if such a tax should be 
really oppressive under the new conditions, the excess would be remitted 
as soon as the safety fund had reached the required limit. 

I should consider it indispensable that the Government should con- 
tinue to be, as it is now, responsible for the note issues. I think that 
any Government, National or State, should be responsible for everything 
that it allows to circulate as money. A right step in this regard was 
taken in the Silver Purchase Act of July 14, 1890, which makes the 
Government responsible for the redemption of the silver notes in gold. 
True, this act is only declaratory of the policy of the United States, but 
it is mandatory upon an honest Secretary of the Treasury, and I venture 
to say will never be departed from. 


BANK NOTE INFLATION. 


The question may be asked, what is to be the limit to National bank 
notes issued in this way? At present the limit is fixed by the deposited 
securities. What guarantee shall we have against currency inflation, if 
currency can be had on such cheap terms? The answer is that the law 
now limits the circulation of banks to ninety per cent. of the paid-in 
capital of the smaller ones, and to eighty, seventy-five, and sixty per cent. 
of the larger ones. We do not propose to alter that, although we have 
seen that the State Bank of Indiana was allowed to issue notes to the 
amount of double its capital, and the banks of Louisiana could issue with- 
out any limit at all, and that these institutions were almost the only 
ones in the country that did not suspend in the panic of 1857. There is 
hardly time to go into an argument to show that there can be no such 
thing, under modern conditions, as bank-note inflation on a gold basis. 
I might quote many authorities on this point, but I will refer you to the 
latest treatise on banking, and one of the best I am acquainted with— 
that of Prof. Dunbar. The author shows in simple language, and with 
illustrations that anybody can understand, that a bank is powerless 
either to put out notes or to keep them out. That power resides exclu- 
sively in the hands of those who hold checks on the bank and have the 
right to draw money from it. What is called bank-note inflation is a 
consequence and not a cause of general inflation. You all remember, 
doubtless, the commercial crisis of 1873, and if you do, you remember 
that the requirement of bond security for bank notes did not prevent it 
from being one of the most disastrous panics in our history. 


STATE BANK NOTES. 


If the plan here sketched, or something like it, should be adopted, 
there would be no need of State bank notes, since every facility that a 
State could grant for the issue of a sound and safe currency would be 
granted by the National Government. I take it that nobody is in favor 
of an unsound or unsafe currency. I feel sure that any political party 
which fathers an unsound or unsafe currency will be severely dealt with 
at the polls. I know that there is a deep-seated prejudice against 
National banks, but that prejudice grows out of a belief that the banks 
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draw interest on the bonds and on the notes at the same time, and thus 
make a double profit. This is an error, but a plausible one. It cannot 
exist if there are no bonds there, but if, in place thereof, each bank is 
required to contribute to a safety fund, probably such a measure would 
put an end to silver purchases, since there could no longer be any appre- 
hension or pretense of a shortage of currency. The danger of free coin- 
age of silver has, in my judgment, passed away, notwithstanding some 
mutterings on the horizon, leaving nothing but the Purchase Act as a 
disturbing element. 

‘;, conclusion, gentlemen, I remark that you have got to do something. 
Time isrunning on. The National bank system is running out and noth- 
ing is taking its place. Every instructed person knows that Govern- 
ments have no facilities for furnishing money to their people, and 
ought never to do such a thing, and never can do so without producing 
mischief. All the financial heresies of the past quarter of a century have 
had their origin in the Legal-tender Act of 1862. This has been the 
parent of an unnumbered progeny of wrong ideas. To give a history of 
all the bad monetary conceits that have been enacted into Jaw, or are 
waiting to be enacted, or have been killed or temporarily stunned during 
the past quarter of a century, would take more time than we have atour 
disposal. The largest part of my work asa journalist during that period 
has consisted in, clubbing financial heresies which have had their root in 
the Legal-tender Act, and would otherwise never have existed. 
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STATE BANKS OF ISSUE. 


Hon. Henry Bacon, chairman of the Committee on Coinage, National 
House of Representatives, has this to say of the weakness of State bank 
currency, in the January Forum: “Some of the advocates of the repeal 
of the State bank tax claim that the resulting State bank circulation 
will be a more elastic currency, a currency which will be local and which 
will respond to the demands of the locality in which the bank issuing 
the circulation is located. Earnest and sincere questioning, however, 
failed to develop any reason for anticipating that such currency would 
remain local, would not flow to the money centers, and would not leave 
the more remote sections of the country unprovided for, precisely as it 
is claimed the National bank currency now does, except that it was 
hoped and expected that such local currency would not be at par and 
of equal value away from home with the legal-tender money of the 
country or better-known and better-secured bank currency of the older 
and more wealthy States. With more or less frankness, the advocates 
of a return to the use of such currency admitted that, unless it was 
depreciated, it would obey the law applicable to all money in circulation 
and tend to accumulate in commercial centers. My conclusions are 
that the country is not prepared and ready to-day to meet or cope with 
the problems which would arise from the repeal of the tax on State 
bank circulation ; that the return to the system of regulating the issue 
of such currency by State laws can never be safely or successfully made ; 
that control over the issuing of bank circulation is a constitutional func- 
tion of the Federal Government, and the exercise of such control in the 
present situation of the country is necessary and presents no insurmount- 
able difficulty.” 
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THE SAFETY FUND BANKING SYSTEM. 


The New York Dazly Commercial Bulletin, in considering Mr. Horace 
White’s paper, that appears in the present number, makes the follow- 
ing remarks on the revival of the safety fund system : 

His proposal for a special guarantee fund has been made substantially 
in other quarters, especially by an eminent bank president of this city, 
and has been discussed by the Bankers’ Association ; but it does not 
appear to have met with an encouraging reception ; and, as it appears to 
us, with good reason. For, in the first place, a tax on bank circulation 
is indefensible on principle. Bank circulation is of infinitely more 
value to the public than it is to the banks, and therefore no embargo 
can be put upon its use without inflicting a public injury. No condition 
short of an imperative fiscal emergency of the Government, such as 
existed at the time of organizing the National system, and which alone 
led to the adoption of the present impost, could justify the taxing of 
the instruments of exchange; and the need for this crutch of State 
finance has long since ceased. In the next place, it is contrary to just 
and sound principles of banking that one bank should thus be com- 
pelled to guarantee another’s liabilities. There are times when such 
engagements have to be undertaken for imperative reasons of mutual 
protection ; but all such obligations should be voluntarily assumed and 
never be legally compulsory. The amount to be contributed by each 
bank might not be large—possibly not averaging over $2,500—but the 
principle of the assessment is far more important than its amount; for 
principles make precedents, and there is no knowing how far bad prec- 
edents in small matters may be allowed to run into affairs even of 
capital importance. Again, while the Government might be made the 
custodian and administrator of such a fund, who should be considered 
its owners? and, if the banks, what proportion of it would belong to 
the respective banks with their varying capitals? And, in the event of 
a bank winding up or reorganizing under a State system, what would 
become of its interest in thisfund? Moreover, when the fund came to 
be reduced by redemptions of defaulted notes or by the winding up or 
withdrawal of banks, what provision would be made for adjusting such 
impairments ? These may be deemed matters of minor importance, but 
they need to be adjusted upon a sound and consistent principle, which 
Mr. White does not seem to have considered. It is, however, a con- 
clusive objection to Mr. White’s suggested guarantee fund that, under 
the condition of the notes being constituted a first lien on the entire 
assets and on the personal liability of the shareholders, such a provision 
would be utterly superfluous. There would not be even the plea that 
the fund would insure a prompter payment of the defaulted notes; for 
the Government being constituted administrator of the failing bank, it 
would be required to first of all pay the claims of the noteholders; and 
such a protection would prevent the notes from becoming even tempo- 
rarily depreciated. They could gradually find their way through the 
banks to the receiver, and therefore be promptly redeemed. 
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INTEREST ON CITY DEPOSITS. 


The following ordinance has been reported for the regulation of the 
deposits of the City of Atlanta. In view of the general interest in this 
subject it is put before our readers : 

Section 1. Be it ordained by the mayor and general council of the City 
of Atlanta, That, whereas the deposits of money belonging to the City of 
Atlanta are of considerable value to the banking institutions of the city, 
that hereafter the president, cashier or other officer of that bank doing 
business in the City of Atlanta shall be elected city treasurer, at the time, 
and for the term already provided by law, who shall submit a sealed 
proposition to the mayor and general council on the third Monday in 
June, 1893, and biennially thereafter, agreeing to accept the office and 
faithfully perform all the duties thereof as now required by law; and 
further agreeing and stipulating that, as the official of the bank with 
which he is connected, he is authorized by the board of directors of his 
bank to agree to furnish the City of Atlanta from the first of May until 
the first of October of each year for which he may be treasurer, a loan 
of $150,000, or as much thereof as the city may wish to borrow at a cer- 
tain specified rate of interest. 

Section 2. Be it further ordained, That the officer of that bank who 
shall bid as provided in this ordinance to loan the City of Atlanta the 
sum specified in section I, at the lowest rate of interest, shall be elected 
city treasurer. 

Section 3. Be it further ordained, That in the event that any two or 
more Officers of such banks shall make the same bid, then the general 
council shall, by ballot, determine which of the two shall be elected 
treasurer. 

Section 4. Be it further ordained, That in the event any officer of any 
said banks shall submit in their sealed propositions a bid offering the 
City of Atlanta the use of $150,000 for the time specified in section 1 of 
this ordinance, free of any interest charge, shall offer any premium for 
the use of said city’s deposits, such officer applying under the provisions of 
this ordinance shall be held and deemed to bid the lowest rate of in- 
terest. 

Section 5. Be it further ordained, That it shall be the duty of the 
clerk of the city council to notify the presidents of the various banks of 
this city of the provisions of this ordinance on the first day of May of 
each year preceding the first Monday in July at which the treasurer is 
to be elected. 

Section 6. Be it further ordained, That the mayor and general council 
shall open these sealed propositions at the regular meeting of the gen- 
eral council on the third Monday in June of the years in which a 
treasurer is to be elected, and the applicant making the lowest rate of 
interest for the money the city may have to borrow, as heretofore pro- 
vided, shall be elected city treasurer at the next regular meeting in July. 

Section 7. Be it further ordained, That the mayor and general council 
shall have the right to reject any and all bids. | 

Section 8. Be it further ordained, That the bond of the treasurer shall 
be given in the sum of two hundred thousand dollars ($200,000) for the 
faithful performance of his duties as treasurer. Such bond to be ap- 
proved by the general council at a special meeting to be called by the 
mayor for that purpose on the Thursday following the first Monday in 
July after which he shall be elected as treasurer. 
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Section 9. Be it further ordained, That the salary of the treasurer 
next to be elected shall be twenty-five dollars ($25.00) per year. 

Section 10. Be it further ordained, That all ordinances and parts of 
ordinances in conflict with this be and the same are hereby repealed. 


> h._£.a> 
- — 





PROVINCE OF LEGISLATURE IN LICENSING BANKS. 
SUPREME COURT OF PENNSYLVANIA. 
City of Ort City v. Ol Crty Trust Co. 


Whether banks are proper subjects for the imposition of a license under police 
regulations is a matter for legislative determination. 

The good faith and reasonableness of a charge against banks, imposed by a city 
ordinance under a law authorizing the licensing of banks, being conceded, it will be 
presumed to be a license, as it purports to be, and not a tax for revenue. 

Act June 30, 1885, § 3 (P. L. 193), providing that the shares, capital, and prof- 
its of any bank electing to pay to the State a tax of a certain amount shall be 
exempt from all other taxation under the laws of the State, does not exempt banks 
from a license under the police power. 

Under Act May 23, 1889 (P. L. 277), art. 5, § 3, cl. 4, authorizing cities to 
levy and collect, for ‘*general revenue purposes, a license tax’’ on banks, the charge 
is a tax, within the exemption of the act of June 30, 1885, ** all other taxation 
under the laws of this commonwealth,” or at least within the exemption of June 1, 
1889 (P. L. 433), $25, ‘‘ from local taxation under the laws of this common- 
wealth.” 


MITCHELL, J.—The learned judge rightly held that the test of the 
charge in controversy was whether it was a license fee under the police 
power or a tax for revenue. Qn its face it purports to be a license fee 
on the occupation of banking, and though we may suppose it was not 
imposed without an eye to the increase of revenue, yet its good faith 
and the reasonableness of its amount are not questioned here, and the 
presumption therefore is that it is what it professes to be. (/ohuson v. 
Philadelphia, 60 Pa. St. 445.) The appellant argues that banks are 
not specially subjects of the police power, and, quoting Dillon on Munic- 
ipal Corporations (Ed. 1890), § 141, that “ laws and ordinances relating 
to the comfort, health, convenience, good order, and general welfare of 
the inhabitants are comprehensively called ‘police laws’ or ‘regulations,’ ”’ 
asks, wherein does the regulation or licensing of the business of bank- 
ing relate to the comfort, health, or good order of the community ? We 
are not required to answer this question, further than to say that it is a 
matter for legislative determination. Certain occupations, such as tavern 
keeping, theatrical and kindred shows, public conveyances, barges, etc., 
were regulated by license in England before the settlement of Pennsyl- 
vania, and the colonists brought with them the idea of State control of 
such matters. Others, such as auctioneers, hawkers, and peddlers, etc., 
were licensed by statute so early and so continuously in the history of 
our legislation that their appropriateness as subjects of license became 
familiar as part of the common law of Pennsylvania. Thus auctioneers 
were classed with hawkers, peddlers, and petty chapmen in an act for 
regulating peddlers, vendues, etc., passed February 14, 1729-30, and have 
been subject to license regulations almost if not quite continuously 
from that date. Banksare not so obviously within the sphere of police 
regulations as to be familiar to us as subjects of municipal license; yet 
it might not be any more difficult to name why they should be than in 
the case of auctioneers, had not long familiarity with the licensing of 
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the latter led us to accept it without question. What:business or occu- 
pations so far affect the public welfare and good order as to require 
to be licensed, is a matter of legislative consideration and control, 
which, when exercised in good faith, is outside of the jurisdiction of the 
courts. 

The ordinance in the present controversy rests upon the authority of 
the act of May 23, 1874, § 20, cl. 4 (P. L. 239), which in express terms 
confers on cities of the third class power “to levy and collect license tax 
on auctioneers, . . . bankers,” etc. Asaiready said, the good faith 
of the ordinance as an exercise of the delegated authority, and the rea- 
sonableness of the amount for the lawful purpose, not being questioned, 
we cannot go behind the clear statutory grant of power. The act of 
June 30, 1885, § 3 (P. L. 193), provides that, as to any bank electing to 
pay into the State treasury a tax of six-tenths of one per centum upon 
the par value of all its shares, “‘the shares and so much of the capital and 
profits . . . asshall not be invested in real estate, shall be exempt 
from all other taxation under the laws of this commonwealth.” The 
word “taxation” here is used in its ordinary ard proper meaning of a 
charge for the support of the State, or some of its subordinate municipal 
agencies, and clearly does not refer to a charge merely incidental to the 
exercise of the police power. The act does not, therefore, exempt banks 
from the power of cities to impose a license tax under the act of 1874, 
and the learned judge below was right in so holding. 

A distinction, however, has been made here, to which the learned 
judge does not refer in his opinion, and to which his attention was prob- 
ably not called. The judgment is for the license tax for the years 1886 
to 1890, inclusive. As already said, banks are not intrinsically and 
obviously subjects of license under the police power by the common law 
of this State. They become such by statute only, and the license fees 
recovered in the present case rest on the authority of the act of 1874. 
But that act was supplied and repealed by the act of May 23, 1889 (P. 
L. 277). The act of 1874 confers the taxing powers for revenue in clauses 
1-3, § 20 (P. L. 238), the license tax power in clause 4, and then, in the 
following clauses, enumerates expressly the most usual and important 
police powers over tippling houses, games and gambling houses, sanitary 
and quarantine regulations, etc. Inthis act the licensing of banks is 
apparently intended to be classed under police powers. The act of 
1889, however, enumerates and classifies the various municipal powers 
more fully and more accurately. Article 5, § 3, cls. 1-3, Act 1889, follow 
closely the language of clauses I-3, § 20, Act 1874, and clause 4, like that 
of the prior act, relates to license taxes, but makes this important change 
in the language, “ to levy and collect, for general revenue purposes, a 
license tax,” etc., enumerating many kinds of business and occupation, 
but significantly omitting shows, theatres, etc., included in the corre- 
sponding section of the act of 1874. Then follow a number of clauses 
relating also to the revenue, as power to borrow money, to fund indebt- 
edness, rates of interest, etc., and it is not until clause 16 that the usual 
police powers are reached, among which, in clause 25, is included the 
power “to license and collect license tax from skating rinks, theatres,” 
etc. By the express language of clause 4, above referred to, the author- 
ity given to cities by this act to license bankers is for general revenue, 
and, as if to emphasize the change of legislative purpose, the grant is 
transferred from its previous place in the enumeration of police powers 
to a place among the powers of taxation for revenue. It is therefore 
unquestionably a tax in the general sense, and we have to consider 
whether appellant is exempted from it by the acts of June 30, 1885, and 
June 1, 1889. Of this there can be no doubt. The language of the act 


























1893. ] BILLS OF EXCHANGE, ETC. 609 


of 1885 (section 3) has already been quoted. It exempts from “all other 
taxation under the laws of this commonwealth.” The words could not 
be broader. They apply not only to taxation for State, but also for 
local purposes, and that they were intended to do so is clear from the 
exception of capital, etc., “ not invested in real estate.” It is matter of 
public history that there was no State tax on real estate in 1885, or for 
many years prior, and, if exemption from local taxation was not intended, 
it is hardly supposable that the Legislature would have inserted an 
entirely unnecessary and useless clause. But to put the matter beyond 
all possible question, Act June 1, 1889, § 25 (P. L. 433), changes the lan- 
guage previously used, and makes the exemption “ from local taxation, 
under the laws of this commonwealth.” The result, therefore, is that 
banks are only subject to license tax by municipalities by virtue of 
express legislative authority; that the only authority shown in cities of 
the third class since the act of 1889 is to license as a tax for revenue 
purposes; and that as to such tax the appellant was exempt during the 
years 1889 and 1890. The judgment must therefore be reversed as to 
these years, but, as the facts are all set out in the point reserved, we 
can enter the proper judgment without the delay ard expense of a new 
trial. Judgment reversed, and now judgment entered for plaintiff 
below for the license tax for the years 1886, 1887 and 1888; costs of this 
appeal to be paid by appellee.—AZ/antic Reporter. 





BILLS OF EXCHANGE ARE GOVERNED BY THE 
LAW OF WHICH STATE. 


CIRCUIT COURT OF APPEALS, SIXTH CIRCUIT. 
Farmers Nat. Bank of Valparaiso, Ind., v. Sutton Manuf’g Co. 


A bill of exchange drawn in Indiana, accepted in Michigan, to be discounted in 
Indiana and paid in Michigan, is an Indiana contract, and the liability thereon is to 
be determined by the law of that State. 772/den v. Blair, 21 Wall. 241, followed. 

An acceptance of a bill of exchange with interest after maturity, and attorneys’ 
fees, is a contract to pay a sum certain at maturity, and is therefore negotiable, for 
the provisions as to interest and attorneys’ fees become operative only after matu- 
rity. 

- St. Ind. 1881, § 5,518, providing that all agreements ina bill of exchange or 
other written evidence of indebtedness to pay attorneys’ fees upon ‘‘ any condition 
therein set forth” are void, does not render void an agreement to pay attorneys’ 
fees on the implied condition that they shall be payable only in case of dishonor. 
Churchman v. Martin, 54 Ind. 380, followed. 

How. Ann. St. Mich. c. 124, providing in general terms that it shall not be law- 
ful for any corporation to divert its operations to any other purpose than that set 
forth in the articles of association, is merely declaratory of the common law, and 
under it a corporation accepting a bill of exchange without consideration, merely 
for the accommodation of the drawee, is bound with respect to a dona /tde indorsee 
for value before maturity. 

The Federal Courts, when called upon to construe the general commercial law 
of Indiana in respect to a question which is a new one in the Federal Courts, 
should give weight to the Indiana decisions, although they are not absolutely bound 
thereby. Burgess v. Seligman, 2 Sup. Ct. Rep. 10, 107 U.S. 20, followed. 


In Error to the Circuit Court of the United States for the Eastern 
District of Michigan. 
Action by the Farmers’ National Bank of Valparaiso, Ind., against the 


39 














610 THE BANKER’S MAGAZINE. | February, 


Sutton Manufacturing Company to recover a bill of exchange accepted 
by the defendant. Judgment for defendant. Plaintiff brings error. 
The action in the court below was in assumpsit by the Farmers’ Na- 
tional Bank of Valparaiso, Ind., as the indorsee of a bill of exchange 
against the Sutton Manufacturing Company of Detroit, Mich., as accept- 
or of the bill for the amount of the bill and interest. The bill was as 
follows : 
«$2,000. OFFICE OF HOPPER LUMBER & MANUFACTURING Co., SUC- 
CESSORS TO J. S. HOPPER & SONS, WHOLESALE LUMBER DEALERS. 


“MICHIGAN CiTy, INDIANA, June 4, 1890. 
“Ninety days after date, pay to the order of Hopper Lumber & Man- 
ufacturing Co. two thousand dollars, with interest at the rate of eight 
per cent. per annum after maturity, and attorneys’ fees, without any re- 
lief from valuation or appraisement laws. Value received, and charge to 

account of 
“ HOPPER LUMBER & MANUFACTUKING Co. 
“Per J. S. HOPPER, Pres. 


“To the Sutton Manufacturing Co., Room 40, Hodges Building, 
Detroit, Mich. 

“ Due Sept. 5th.” 

Written on the face of note: 

“ Accepted. Pay at Michigan Savings Bank. 

“THE SUTTON MANUFACTURING Co. 
“Per HENRY S. HOPPER, Treas.” 

Protested for non-payment September 5, 1891. 

Indorsed on back of note: 

“ HOPPER LUMBER & MANUFACTURING Co. 
‘Per J. S. HOPPER, Pres. 

“ Pay to G. F. Bartholomew, cashier, or order. 

“C, E. ARNDT, Cashier.” 

C. E. Arndt was the cashier of the Citizens’ National Bank of Michi- 
gan City, Ind., and G. F. Bartholomew was the cashier of the plaintiff 
bank. J. %S. Hopper was president of both the Hopper Lumber & Manu- 
facturing Company of Michigan City, and of the Sutton Manufacturing 
Company of Detroit, and Henry S. Hopper, his son, was the secretary 
of both companies. The Sutton Manufacturing Company was a solvent 
and prosperous concern, engaged in the manufacture of pails and 
buckets and smaller wooden ware. The Hopper Manufacturing Com- 
pany was a new enterprise, engaged in making refrigerators and furni- 
ture specialties. The Sutton Manufacturing Company was a corpora- 
tion organized under the general laws of Michigan, as contained in 
chapter 124 of Howell’s Annotated Statutes of Michigan, the fourth sec- 
tion of which (Comp. § 4,130) reads as follows: 

“The stockholders of every corporation formed under this act shall 
.... distinctly and definitely state in said articles (of association) the 
purpose for which every such corporation shall be established, and it 
shall not be lawful for said corporation to divert its operations, or ap- 
propriate its funds, to any other purpose except as hereinafter stated.” 

The acceptance sued upon was given for the accommodation of the 
Hopper Lumber & Manufacturing Company, and was without any con- 
sideration moving to the Sutton Company. The bill was drawn by J. 
S. Hopper, at Michigan City, Ind., and sent to his son, Henry S. Hopper, 
the secretary and treasurer of the Sutton Company, at Detroit. Henry 
accepted it, and returned it to his father, at Michigan City, who pro- 
cured the note to be discounted by the Citizens’ National Bank of 
Michigan City. The evidence on the trial was conflicting upon the 
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point whether the officers of the Citizens’ Bank knew that this bill was 
accommodation paper, or knew that the Hoppers, father and son, filled 
the same offices in both companies. It was undisputed, however, that 
the plaintiff was a dona fide purchaser of the bill without notice and for 
value before maturity. At the conclusion of the evidence the court 
below directed the jury to return a verdict for the defendant on two 
grounds: First, that the acceptance sued on, being without considera- 
tion, was beyond the power of the defendant company to make, and 
was void; and, second, that the bill was not a negotiable instrument, 
and it was therefore open to the defendant to show that it was without 
consideration. A writ of error was sued out by the plaintiff to the 
judgment for defendant, and the error assigned was the direction of the 
court to the jury. 

Taft, Circuit Judge (after stating the facts.): This judgment must be 
reversed. We cannot agree that either of the grounds upon which the 
learned judge directed a verdict for the defendant was well taken. 

1. The feature of the bill which in the opinion of the court below 
destroyed its negotiability was the stipulation to pay attorneys’ fees. 
It was said that this rendered the amount due uncertain, and that cer- 
tainty in the amount due was an essential of negotiable paper. 

The bill was drawn in Indiana and accepted in Michigan, to be dis- 
counted in Indiana, and to be paid in Michigan. In 77/den v. Blair, 21 
Wall. 241, Pelton, a resident of Chicago., drew a draft payable in 60 
days, and sent it to Tilden and Co., a firm resident in New York 
State, for their acceptance. They accepted it without consideration, 
and returned it to him for the purpose of enabling him to have it dis- 
counted in Chicago. The draft was made payable in New York City. 
The Supreme Court held that the draft was an Illinois contract, and that 
the liability of the acceptors to a dona fide purchaser for value before 
maturity was to be determined by the law of Illinois, and not by that of 
New York. The case cited and the one at bar are on all fours, and the 
contract here must accordingly be held to be an Indiana contract, the 
liability on which is to be determined by Indiana law. Except so far as 
the : ts of the parties are affected by statute the question is one of 
general commercial law, but it is the general commercial law of the 
State of Indiana. Upon such questions courts of the United States, in 
exercising a jurisdiction concurrent with that of the State Courts, have 
always asserted an independence of judgment as to the State law, even 
if they differ with the State Supreme Court. But where the question is 
a new one with the Federal Courts it is their rule, as it is their duty, to 
give weight to the decisions of the Courts of the State, whose law they 
are administering, (Burgess v. Selégman, 107 U.S. 20, 2 Sup. Ct. Rep. 
10, and authorities cited on page 34, 107 U.S., and page 22, 2 Sup. Ct. 
Rep.) 

The contract of acceptance is, by the face of the bill, to “ pay 
two thousand dollars, with interest at the rate of 8 per cent. per annum 
after maturity, and attorneys’ fees, without any relief from valuation or 
appraisement laws.’”’ The stipulation as to interest expressiy applies 
only in case the bill is not paid at maturity. The provision as to valua- 
tion and appraisement laws can, in view of the operation of such laws, 
have reference only to the execution of a judgment or attachment on 

suit brought, and is therefore also applicable only in case the bill is not 
paid at maturity. On the principle of xoscrtur a soczzs it clearly follows 
that the agreement to pay attorneys’ fees could only become operative 
after the bill had been dishonored. Such would be the reasonable in- 
terpretation of the contract without the aid of the other stipulations, for 
it is not usual or necessary to employ attorneys to collect biils before 
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they are due. In Proctor v. Baldwin, 82 Ind. 377, it ‘was held by the 
Supreme Court of Indiana that in a promissory note in which the maker 
agreed to pay an amount certain, “ with Io per cent. interest and, attor- 
neys’ fees,’ the condition was implied that only such attorneys’ fees 
could be charged against the maker as were incurred after dishonor. 
That was a stronger case than this. In Maxwell v. Morehart,.66 Ind. 
301, the words, “ with interest at Io per cent. per annum after maturity 
and attorneys’ fees,’ were similarly construed. (See, also, Garver v. 
Pontious, Id. 191.) 

Lest it may be supposed to have escaped our attention, a statute of 
Indiana, which took effect March 10, 1875 (section 5,518, Revised 
Statutes of Indiana, 1881), should be noticed inthis connection. It reads 
as follows: 

“ Attorneys Fees.— Any and all agreements to pay attorneys’ fees upon 
any condition therein set forth,and made a part of any bill of exchange, 
acceptance, draft, promissory note, or other written evidence of indebt- 
edness, are hereby declared illegal and void: provided, that nothing in 
this section shall be construed as applying to contracts made previous 
to the taking effect of this act.” 

Our construction of the bill in suit is that the attorneys’ fees therein 
provided are payable only on condition of non-payment of the bill at 
maturity, and this might seem to bring the stipulation within the inhibi- 
tion of the section just quoted. That the section is not to be regarded 
as having such effect is authoritatively settled by the Supreme Court of 
the State in Churchman v. Martin, 54 Ind. 380, where it was held that a 
stipulation to pay the amount of the note “and 5 per cent. attorneys’ 
fees,” was not void under the statute, although there was an impiied 
condition that they should only be payable in case of dishonor, because 
the statute only forbade such stipulation when the condition was ex- 
pressed in the instrument. As the condition is not expressed in the 
bill in suit, but is implied, the statute does not apply to it. 

The law of bills of exchange, established as it has been by ancient 
usage, is frequently arbitrary, and not deducible from logical Considera- 
tions. Upon the point at issue here, however, the authorities are in 
such hopeless conflict that we are able to select that view which seems 
to us most consistent with the general character of such*instruments. 
The indispensable qualities of a bill of exchange are that it shall be pay- 
able in a sum certain, at a time certain, to a person certain. It is in- 
tended to be a circulating medium until maturity. For this purpose 
every purchaser must know exactly what will be or ought to be paid on 
it at maturity. It only has currency on the hypothesis that it is to be 
paid at thattime. If the sum then to be paid is fixed and certain, we 
do not see why that is not sufficient. A stipulation as to what shall be 
done in case the bill is not paid does not affect its character as a finan- 
cial medium before it is dishonored. Assoon as the bill is dishonored, 
it loses its value as a negotiable instrument, for thereafter an indorsee 
gains no bettertitle than his transferrer. It is unreasonable to hold 
that the negotiability of a bill is lost because of a provision having no 
effect while it remains negotiable. 

As already intimated, it is impossible to reconcile the authorities. 
For the reasons given we prefer to follow those courts which hold that 
the agreement to pay attorneys’ fees after maturity does not destroy the 
negotiability ofa bill of exchange. Weare the more inclined to do so be- 
cause we are cunsidering an Indiana contract, and this view has been 
established as the law of that State in a series of decisions, beginning with 
Stoneman v. Pyle, 35 Ind. 103. The other cases are Proctor v. Baldwin, 
82 Ind. 377; Zuley v. McClung, 67 Ind. 10; Maxwell v. Morehart, 66 
































1893.] BILLS OF EXCHANGE, ETC. 613 


Ind. 301; Smock v. Ripley, 62 Ind. 81 ; Hubbard v. Harrison, 38 Ind. 323. 

The Court of Appeals of ‘Kentucky reached the same conclusion in 
Gaar v. Banking Co., 11 Bush 186; the Supreme Court of Iowa in 
Sperry v. Horr, 32 lowa 185; the Supreme Court of Kansas in Seaton v. 
Scovill, 18 Kan. 434; and the Supreme Court of Illinois in zckerson v. 
Sheldon, 33 Ul. 372, and in Houghton v. Morrison, 29 Ul. 244. Judge 
Pardee, of the Fifth Circuit, in Adams v. Addington, 16 Fed. Rep. 89, 
and Mr. Justice Brewer, while circuit judge, in Hughztt v. Johnson, 28 
Fed. Rep. 865, expressed the same views. Other authorities to the same 
effect are 7rader v. Chidester, 41 Atk. 242; Heard v. Bank, 8 Neb. 10; 
Dietrich v. Bayh, 23 La. Ann. 767; Howenstein v. Barnes, 5 Dill. 482; 
Bank v. Fuvua (Sup. Ct. Mont.), 28 Pac. Rep. 291. (See, also, Zowme v. 
Rice, 122 Mass. 67, and Arnold v. Razlroad, 5 Duer 207.) The contrary 
decisions in Dakota, Minnesota, Wisconsin, Missouri, South Carolina, 
North Carolina, California, Pennsylvania, Maryland, and Michigan, it 
would be useless to consider or attempt to distinguish. 

2. The remaining question is whether the Sutton Manufacturing Com- 
pany can avoid their acceptance in the hands of a dona fide purchaser for 
value before maturity on the ground that it was w/tra vires. 

The evidence shows conclusively that Henry S. Hopper, the secretary 
and treasurer, had full and general authority to sign and issue business 
paper on behalf of the corporation. The only limitation of his authority 
was the same as that upon the corporation itself, namely, the extent of 
its charter powers. 

Every one dealing with a corporation is charged with notice of its cor- 
porate powers. If, therefore, a reference to the charter shows a seeming 
act of the corporation to be beyond its powers, it is void, and cannot be 
made the basis of any claim of liability against the corporation. But 
there are acts that may or may not be within the charter powers, their 
lawful character being dependent on the existence of a fact which can- 
not be known from the act itself. Ifthe extrinsic tact upon which de- 
pends the lawful character of the act is one peculiarly within the knowl- 
edge of the general agent of the corporation by whom the act is done, 
the act itself is an implied representation that the necessary fact exists, 
the truth of which the corporation is estopped to deny against any per- 
son who, in dealing with the corporation, has parted with value on the 
faith ot it. The principle has been frequently applied in cases of com- 
mercial paper issued in the name of the corporation by its officers having 
general authority to issue such paper. 

A leading case is that of Stoney v. Jusurance Co., 11 Paige 635. 
Chancellor Walworth there decided that a negotiable security of a cor- 
poration which upon its face appeared to have been duly issued by the 
corporation, and in conformity with the provisions of its charter, is 
valid in the hands of a dona fide holder thereof without notice, although 
such security was in fact issued for a purpose and at a place not author- 
ized by the charter of the company, and in violation of the laws of the 
State where it was actually issued. (See, also, to the same effect, 
Farmers & Mechanics’ Bankv. Butchers & Drovers Bank, 16N.Y.125; 
Bissell v. Ratlroad Cos., 22 N. Y. 289; Mechanics’ Banking Ass'n v. New 
York & S. White Lead Co., 35 N. Y.505; Bank v. Young (N. J. Err. & 
App.) 7 Atl. Rep. 488; Wvrzght v. Line Co., 101 Pa. St. 204; Water Co. 
v. DeKay, 36 N. J. Eq. 548; Credzt Co. v. Howe Mach. Co., 54 Conn. 357, 
8 Atl. Rep. 472; Gelpcke v. City of Dubuque, 1 Wall. 203 ; Genesee County 
Sav. Bank v. Michigan Barge Co., 52 Mich. 438, 18 N. W. Rep. 206; 
Bird v. Daggett, 97 Mass. 494.) 

The learned judge below held that these authorities did not apply, be- 
cause of the General Statutes of Michigan, above referred to, making it 
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unlawful to divert the operations or to appropriate thé funds of a cor- 
poration to purposes not set forth in the articles of association. 

In his view this statutory denunciation of w/tra vires acts renders ac- 
commodation paper absolutely void. Wecannot agree with him. The 
general terms of the statute indicate that it was in this respect merely 
declaratory of the common law. If the Legislature of Michigan had in- 
tended to establish a rule of liability for corporations of that State differ- 
ent from that applied to corporations everywhere else, it would have 
used more specific language, so that its purpose could not be misunder- 
stood. 

Negotiable instruments having their origin in a transaction forbidden 
by statute are not void in the hands of a dona fide holder for value with- 
out notice unless the statute expressly declares them to be void. 
(Chit., Bills, 95; Story, Prom. Notes, § 192; Daniel, Neg. Inst., § 188 ; 
Norris v. Langley, 19 N. H. 423; Bank v. Thompson, 42 N. H. 369; Con- 
verse V. Foster, 32 Vt. 828, 831; Wyatt v. Bulmer, 2 Esp. 538.) 

Here is not a specific avoiding of accommodation paper issued by cor- 
porations, and we think it would be going much too far to give such 
effect to the very general language under consideration. 

In Bird v. Daggett, 97 Mass. 494, it was held that where an agent of a 
corporation, duly authorized to sign all notes and business paper, un- 
lawfully gave accommodation paper in the name of the company, the 
company was liable to a dona fide holder for value before maturity. The 
General Statute of Massachusetts, like the Michigan statute, provided 
that it should be unlawful for it to divert its operations or appropriate 
its funds to other purposes than those set forth in its articles of associa- 
tion. The case is exactly like the one at bar. : 

The Michigan cases cited do not meetthe point. In Beecher v. Dacey, 
45 Mich. 98, 7 N. W. Rep. 689, the making of accommodation accept- 
ances was said not to be within the powers of the corporation, but there 
was in that case no question of the rights of a doxa fide holder for value. 
The same is true of the cases of W/cLellan v. File Works, 56 Mich. 582, 
23 N. W. Rep. 321, where the court held that the plaintiff had notice of 
facts from which he ought to have inferred the real character of the 
paper. Thecase of Alerchants’ Nat. Bank v. Detrott Knitting & Corset 
Works, 68 Mich. 620, 36 N. W. Rep. 696, seems to be based wholly on 
McLellan vy. Ftle Works, and turned on the question of the general au- 
thority of the agent signing the acceptance. The statute and its effect 
are not considered at all. 

The judgment of the Circuit Court is reversed, with instructions to 
order a new trial.— Federal Reporter. 


























ASSIGNMENT OF DEPOSIT. 


ASSIGNMENT OF DEPOSIT. 
COURT OF APPEALS OF NEW YORK. 
first National Bank of Union Mills v. Clark. 


The giving of a check bya bank depositor for the full amount of the deposit 
does not operate as an assignment to the holder of-the check, so as to enable him to 
enforce payment thereon against the bank prior to its acceptance of the check. 

A deposit slip issued by a banker, acknowledging the receipt of the amount of 
money therein named, is intended merely to furnish evidence, as between the de- 
positor and the bank, that on a given day there was deposited a given sum, and 
not that such sum remains on deposit ; and hence thedelivery of the deposit slip to 
a third person by the depositor does not operate as an assignment of the deposit. 

A conversation between a bank depositor and a third person, to whom he had de- 
livered the deposit slip, and in whose favor he had drawn a check for the amount, 
in which he stated that the deposit would not be available for ten days, and that he 
wanted the check discounted immediately, which was accordingly done, and the 
money paid him by such third person, does not, as matter of law, operate as an as- 
signment of the deposit to such third person ; and a finding by the jury that it did 
not will not be disturbed on appeal. 

In an action by the holder of a check against a bank which had refused payment 
on the ground that the drawer had no fundson deposit, evidence by plaintiff's agent 
that the bank had refused him permission to inspect its books, for the purpose of 
ascertaining whether the drawer was in funds, renders admissible the books of the 
bank to show that in fact there were no funds, and to thus overcome any infer- 
ence that might be drawn against the bank from its refusal to permit the inspection. 


PARKER, J.—John Sliney, of the firm of Sliney & Whelan, on Decem- 
ber 5, 1882, gave to the plaintiff a deposit slip, of which the following is 
a copy: “‘ Deposited by Sliney & Whelan with Judson H. Clark, banker, 
Scio, N. Y., December 5, 1882. Discount. $3,412.50. F.M.BABCOCK.”’ 
Babcock was in the employ of Judson H. Clark, and acted as his cashier. 
At the same time Sliney made and indorsed in the firm name, and de- 
livered to the plaintiff, a check, which reads as follows: “ Scio, N. Y., 
December 5, 1882. Judson H. Clark, banker: Ten days after date pay 
to the order of Sliney & Whelan three thousand four hundred and 
twelve and fifty one-hundredths dollars. $3,412.50. SLINEY & 
WHELAN.” The plaintiff thereupon paid to Sliney the amount called 
for by the check, less 13 days’ interest thereon and exchange. Decem- 
ber 7th the plaintiff put the deposit slip and check together, and sent 
them by mail to the defendant, who, on or immediately after December 
15th, the day on which the check was made payable, returned the same 
to the plaintiff, with a letter advising that there were no funds to meet 
the check. Subsequently plaintiff demanded payment of the defendant, 
which was refused, and this action was thereupon begun. 

The defendant’s denial of liability was placed on two grounds: (1) 
That Sliney & Whelan did not have on deposit with him on December 
5th, or at any time following, any sum of money whatever; (2) that 
Sliney & Whelan’s pretended claim against the defendant was not as- 
signed to the plaintiff. On the trial, testimony on the part of the plaint- 
iff was presented, tending to show that on December 5th the defendant 
discounted a note for $3,500, made by Knox Bros., and indorsed by 
Sliney & Whelan, but with the understanding that the deposit should 
not be drawn against for ten days, and the deposit slip given to Sliney 
represented the amount of the note, less the discount agreed upon. 
Defendant testified that he told Sliney that he was not in a situation to 
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discount the note then, and Babcock, his cashier, testified that Sliney 
informed him that defendant, Clark, said he should leave the note there, 
as he might be able to discount it in the future, and to figure ‘the dis- 
count, and put it on a deposit slip,” which was done. But we need not 
discuss the evidence in that regard, as the court was not asked to direct 
a verdict in favor of the defendant, and the jury were instructed to de- 
termine whether the fact was as claimed by the plaintiff or as asserted 
by the defendant. To such submission no exception was taken, and 
necessarily it cannot now be urged that the jury should not have passed 
on the question. The court instructed the jury that, if they should find 
that the defendant did not discount, or agree to discount, the note for 
Sliney & Whelan, then their verdict should be for the defendant; but 
should they find for the plaintiff on that proposition, then they should 
go further, and consider whether that which took place between the 
plaintiff and Sliney amounted to an assignment of Sliney & Whelan’s 
claim against the defendant; for, if it did not, the plaintiff could not re- 
cover. The plaintiff excepted to the charge in such respect, and also to 
the refusal of the court to charge the following request: “That there 
was no dispute as to what took place between Sliney & Whelan and the 
plaintiff at plaintiff's bank at the time of the delivery of the papers, and 
that what took place there amounted to an assignment to the plaintiff.” 
As the verdict may have been put on the ground that there was no 
assignment to the plaintiff, we are required to consider whether the ex- 
ceptions to which reference has been made were well taken. We are 
thus conducted to an inquiry embracing all the details of the transaction 
which resulted in plaintiff's paying over to Sliney & Whelan the face of 
the check, less interest and exchange. 

We will first consider whether the giving of the check by Sliney & 
Whelan to the plaintiff for the full amount of the deposit operated as an 
assignment of the debt. Assuming that Sliney & Whelan were deposit- 
ors with the defendant, the money after deposit made belonged to the 
defendant. Sliney & Whelan’s right was a chose in action. The im- 
plied engagement on the part of a banker to pay the checks of his de- 
positor does not inure to the benefit of the holder of a check, so as to 
enable him to enforce payment thereon against the bank prior to its ac- 
ceptance. In the absence of assent by the depositary, the giving of a 
check by a depositor does not operate as a transfer or assignment of the 
debt created by making a deposit. (Harrzs v. Clark, 3 N. Y. 93; Chap- 
manv. Whitte,6N.Y.412; 4tua Nat. Banky. Fourth Nat. Bank, 46N. 
Y. 87; Duncan v. Berlin, 60 N.Y. 151; Resley v. Bank, 83 N. Y. 318.) 
Here there was not an acceptance by the banker. On the contrary, he 
refused to accept it; and it follows that the check did not operate to 
transfer the debt. Neither did the delivery of the deposit slip have that 
effect. The appellant calls it a “ certificate of deposit,’’ but such desig- 
nation is not accurate. It is in fact what the witnesses for both plaintiff 
and defendant assert it to be—a deposit slip or deposit check. The 
use of the deposit slip is well understood. It constitutes an acknowl- 
edgment that the amount of money named therein has been received. 
It is a receipt, and nothing more. No promise is made to pay the sum 
named on return of the paper, nor is it expected, either by the depositor 
or depositary, that it will ever be presented to the bank again, unless a 
dispute should arise as to the amount of deposit, in which event it would 
become important as evidence. It is not intended to furnish evidence 
that there remains money in the bank to the credit of a depositor, but 
to furnish evidence, as between depositor and depositary, that on a given 
date there was deposited the sum named. It may all, or nearly all, be 
checked out at the moment of making the deposit slip, but the depositor 
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will not be refused it on that account, for long-established usage has 
fixed its status in banking as a mere receipt—an acknowledgment that 
the depositor placed the amount named therein on deposit. It is not proof 
of liability, and it will not support an action against the bank. (Hotch- 
kiss v. Mosher, 48 N. Y. 482; 2 Dandel, Neg. lust., § 1,704.) Shouldasuit 
be brought on the debt, however, it would furnish evidence as to time 
of deposit and amount ; but it has no other use, unless it be to assist in 
the settlement of a dispute out of court. The delivery of the deposit 
slip, therefore, did not operate to assign the debt. There was no writ- 
ing made or delivered to the plaintiff other than the check and deposit 
slip, both of which we have already considered. An assignment of a 
debt due may, of course, be made by oral agreement, and, if founded on 
a valuable consideration, vests in the asignee a right to proceed in his 
own name to collect it (Rzsley v. Bank, 83 N. Y. 318); and the delivery 
by a creditor of a check upon his debtor for the whole or a part of a 
debt does not preclude the payee from showing a parol contract, aside 
from the check, to transfer the debt itself. (7hroop Grain Cleaner Co. 
v. Smzth, 110 N. Y. 83-88, 17 N. E. Rep. 671.) But in the conversation 
had between Sliney and the plaintiff’s cashier the debt was not in terms 
alluded to as intended to be assigned or transferred. The cashier testi- 
fied, in part, that Sliney “‘ produced the deposit check, and told me he 
had that much money in Clark’s bank; that it would not be available 
for ten days, as he had agreed to wait, and he wanted to use the money 
that day. Hedrew acheck on Clark’s bank, and wished to have us dis- 
count those papers, and let him have the money, which we did, and paid 
him the money.’ Toassume that all of the evidence on that subject, con- 
sidered together, would support a finding of fact that Sliney & Whelan in- 
tended to transfer, and the plaintiff intended to acquire, the debt, is to 
adopt a view of the evidence as favorable to the plaintiff as is author- 
ized. That is precisely what the trial court did, in submitting the ques- 
tion to the jury for their determination. The plaintiff, therefore, can- 
not complain of the action of the court in that regard. 

The defendant produced in court the books of the bank in use at the 
time of the alleged discount, including the book of “ Bills Discounted,” 
and was permitted to show that it did not contain an entry of discount 
of the note in question. Objection was made by the plaintiff, and an 
exception taken to the adverse ruling of the court. But we shall not 
pass on the abstract question presented, because we do not deem the 
objection available to the plaintiff, in view of certain testimony pre- 
sented by it earlier in the trial. The plaintiff called as a witness a law- 
yer whom it sent tothe defendant to make a demand for payment, who 
related conversations had on that occasion with the defendant and his 
cashier, Babcock. Among other things, he testified that while in the 
bank “I spoke to Babcock about seeing the books. Babcock invited 
me in, and we had a general conversation in regard to Sliney & Whelan, 
and I asked him if they had any objections to my seeingthem. He said 
‘No’; but I had better see Mr. Clark; he would rather have Mr. Clark 
assent before he showed it to me. He did not let me see the books, and 
I did not see them.” This testimony had no direct bearing on the ques- 
tions in issue, and we can perceive no other object for its introduction 
than the expectation that the refusal to allow plaintiff's attorney to ex- 
amine the books would leave upon the minds of the jury the impression 
that they contained entries tending to support plaintiff's contention 
that the note was in fact discounted on December 5th. Nor could the 
plaintiff's counsel have been prevented thereafter from insisting in his 
argument before the jury that the conduct of Babcock in such respect 
was a significant fact, which shoula receive due consideration by them 
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in determining whether Sliney or Clark and Babcock gave the true ver- | 
sion of the transaction. Thereafter it was proper for the defendant to 
destroy the effect of this testimony by the introduction of the books, 
from which it appeared that, had the plaintiff's attorney been permitted 
to examine them, he would not have discovered any evidence bearing 
against the defendant’s contentions. 

There are noother exceptions requiring consideration, The judgment 
should be affirmed. All concur, except Bradley and Haight, J. J., 
not sitting.—Vortheastern Reporter. 
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TAXATION. 
SUPREME COURT OF NEW JERSEY. 
State (De Baun, Prosecutor) v. Smith, Township Collector. 


Stock in a corporation of a foreign State, owned by a citizen of this State, upon 
which taxes have been actually assessed in the foreign State, and paid by the cor- 
poration, within twelve months before the day prescribed by law for commencing 
the assessment of taxes in this State, is exempt from taxation in this State. 

Stock in a National banking association located in another State cannot be taxed 
under the laws of this State. 


DIXON, ].—The prosecutor was assessed in the township of Washing- 
ton, Bergen County, where he resides, for the taxes of 1891, upon Ioo 
shares of stock in the Delaware & Hudson Canal Company, a corpora- 
tion of the State of New York, having its principal place of business in 
New York City, and upon thirteen shares of stock in the National Bank 
of Commerce, a banking association organized under the Federal stat- 
utes, and located in the city of New York. The object of his suitis to 
be relieved from this assessment. It appears by proof that upon the 
stock of the canal company taxes were actually assessed in the city of 
New York, and paid by the company, within twelve months next before 
the day prescribed by the laws of this State for commencing the assess- 
ment for the taxes of 1891. According to section 5 of our tax act of 
April 11, 1866 (Revision, p. 1,150), the prosecutor’s stock in that com- 
pany was therefore exempt from taxation. (Smzth v. Ramsey, (N. J. Sup.) 
24 Atl. Rep. 445.) The Federal statute for the organization of banking 
associations permits shares in them to be taxed under authority of the 
State within which the bank is located, and expressly provides that 
shares owned by non-residents of the State may be taxed in the city or 
town where the bank is located, and not elsewhere. This statute, by 
fair construction, excludes all State taxation of the shares of stock, 
except such as it expressly permits, and this exclusion is constitutional 
and valid. (Van Allen v. Assessors, 3 Wall. 573; Bank v. City of Newark, 
39 N. J]. Law. 380.) Consequently shares of stock ina National banking 
association cannot be taxed by any State except that within which the 
bank is located. They are withdrawn from taxation under the author- 
ity of other States. (Z7appan v. Bank, 19 Wall. 490.) The taxes com- 
plained of must be set aside, with costs.—Atlantic Reporter. 
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SPECIAL DEPOSITS 


CIRCUIT COURT, S. D. CALIFORNIA. 
San Diego County v. California National Bank. 


Where the treasurer and tax collector of a county, without authority of law, 
deposit county moneys in a bank, and receive certificates of deposit marked ‘‘Spe- 
cial,” the title to the moneys does not pass, although there is no agreement that the 
identical bills shail be returned, and they are mixed with the bank’s general funds, 
and the county is entitled to recover an equal amount from a receiver of the bank 
prior to the payment of the general depositors. 

The county’s rights in such case are enforceable only by a bill in equity, for there 
is no privity of contract between it and the bank. (/Vational Bank v. [nsurance 
Co., 104 U. S. 54, followed. ) 

Ross, District Judge: This suit was originally brought in the 
Superior Court of San Diego County against the defendant bank, a 
National bank organized under and pursuant to the laws of the United 
States, and which became insolvent and suspended payment on the 11th 
day of November, 1891, and against Fredrick N. Pauly, the duly 
appointed and acting receiver of the assets and property of the bank, on 
whose motion the suit was transferred to this court. The complainant 
is a municipal corporation of the State of California, and by its bill 
charges that on the 15th day of August, 1891, its then duly elected, 
qualified, and acting treasurer, C. R. Dauer, made with the defendant 
bank a deposit of the moneys of the complainant then in his custody as 
such treasurer, of $5,975.70, lawful money of the United States, and 
took from the bank a certificate of deposit therefor, in the words and 
figures following, to wit: 

“5,975.70 The California National Bank. 
“ Dollars. 

“San Diego, Cal., August 13, 1891. 
“ No. 6,700. 

“C. R. Dauer, Co. Treas., has deposited in this bank five thousand 
nine hundred seventy-five and seventy one hundredths dollars, 
payable to the order of same, on return of this certificate properly 
indorsed. «“G. N. O’BRIEN, Cashier.” 

Other similar deposits by Dauer, as such county treasurer, aggregat- 
ing $10,000 additional of complainant’s money, are also alleged, for 
which similar certificates of deposit are alleged to have been issued by 
the bank, and taken by the treasurer. The bill further charges that on 
the 2d of November, 1891, the then duly elected, qualified, and acting 
tax collector, H. W. Weineke, of the county complainant, made with 
the defendant a deposit of the moneys of the complainant then in his 
custody as such collector, of $6,114.85, lawful money of the United 
States, and took from the bank its certificate of deposit therefor, in the 
words and figures following, to wit : 


Special. 


“6,114.85 The California National Bank. 
“ Dollars. 
‘‘San Diego, Cal., November 2, 1891. 


‘No. 6,891. 

“H.W. Weineke, Tax Coll’r, has deposited in this bank six thousand 
one hundred fourteen and eighty-five one hundredths dollars, payable 
to the order of same, on return of this certificate properly indorsed. 
“G. N. O'BRIEN, Cashier.” 


Special. 
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Other similar deposits by Weineke, as such county tax collector, 
aggregating $20,000 additional of complainant’s money, are also alleged, 
for which similar certificates of deposit are alleged to have been issued 
by the bank, and taken by the tax collector. The bill further alleges 
that between the 2d and roth days of November, 1891, the aforesaid tax 
collector of complainant made with the defendant bank deposits of the 
moneys of the complainant then in his hands as such collector, in vari- 
ous amounts, aggregating $24,532.75, for which no certificates of deposit 
were taken by him. It is averred that all of the moneys so deposited by 
the treasurer and tax collector of the complainant county were held by 
its officers in trust for the complainant, and were deposited by them, 
and received by the bank, without authority of law; that the deposits 
were made by the officers named, for safe keeping ; that the bank knew 
at the time that the moneys so deposited were the moneys of the com- 
plainant, held by the treasurer and tax collector, respectively, as public 
officers, and in trust for the complainant; and that each of the certifi- 
cates issued therefor was indorsed ‘“ Special,” because of the fact that 
the moneys were public and trust funds. It is alleged that no part of 
the moneys so deposited has been repaid, except the sum of $2,453.27 ; 
that the defendant receiver has, since his appointment, received of the 
assets of the bank a sum sufficient to pay and satisfy the amounts depos- 
ited by the treasurer and tax collector, but refuses to pay the same to 
complainant ;that there is not sufficient moneys or assets of the bank to 
pay its indebtedness in full; and that the receiver is about to, and will, 
unless restrained from so doing, apply a part of the funds now in his 
hands, and alleged to belong to complainant, to the payment of the gen- 
eral indebtedness of the bank, thus depriving complainant of its alleged 
right to receive the amount of its funds in full. 

The defendants, by demurrer, urge two objections to the bill: Fzrs¢, 
that complainant has a plain and adequate remedy at law; second, that 
the bill contains no equities entitling complainant to any relief against 
the defendants, or either of them. It is very clear that if the bill states 
a cause of action at all it is of an equitable nature, and enforceable in a 
court of equity only. A similar point was raised in the case of Va¢zonal 
Bank v. Insurance Co., 104 U. S. 54. In that case one Dillon was the 
agent of the insurance company. He kept an account with the bank ; 
the account was entered on the bank books with him as general agent. 
As agent of the insurance company he collected, and it was his duty to 
remit the premiums. In the course of his dealings with the bank he 
borrowed money on his personal obligation. Finally, the bank sought 
to appropriate his deposits to the payment of this debt. The insurance 
company filed its bill in equity to recover the amount of those deposits, 
as equitably belonging to it. The fact that they were premiums received 
for the insurance company was shown. The court said: 

“It is objected that the remedy of the complainant below, if any 
existed, is at law, and not in equity. But the contract created by the 
dealings in a bank account is between the depositor and bank alone, 
without reference to the beneficial ownership of the moneys deposited. 
No one can sue at law for a breach of that contract except the parties to 
it. There was no privity created by it, even upon the facts of the present 
case, as we have found them between the bank and the insurance com- 
pany. The latter would not have been liable for an overdraft by Dillon, 
as was decided by this court in Natzonal Bank v. Lnsurance Co., 103 U. 
S. 783; and, conversely, for the balance due from the bank no action at 
law upon the account could be maintained by the insurance company. 
But, although the relation between the bank and its depositor is that 
merely of debtor and creditor, and the balance due on the account is 
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only a debt, yet the question is always open, ‘To whom, in equity, does 
it beneficially belong?’ If the money deposited belonged to a third 
person, and was held by the depositor in a fiduciary capacity, its char- 
acter is not changed by being placed to his credit in his bank account.” 

(See, also, Bank v. Gillespie, 137 U.S. 411, 11 Sup. Ct. Rep. 118; Bank 
v. Walker, 130 U.S. 267, 9 Sup. Ct. Rep. 519.) 

In the present case, not only did the defendant bank, according to 
the averments of the bill, have knowledge that the depositors of the 
moneys in question were, at the time of such deposits, officers of the 
complainant county, and that the moneys so deposited belonged to the 
complainant, and were therefore held by the officers depositing the 
same in trust for the county, but the bank is chargeable with notice of 
the fact that the law of the State made it illegal for those officers to 
make, or the bank to receive, such deposits. (Yarnell v. City of Los 
Angeles, 87 Cal. 603, 25 Pac. Rep. 767.) 

The bank, therefore, acquired no title to the moneys so deposited, as 
against the complainant, and they continued impressed with the trust 
in complainant’s favor. It is true that the moneys in question were not 
made as a special, as contradistinguished from a general deposit, as 
those terms are understood in banking matters; that is to say, it was 
not agreed between the officers making the deposits and the bank that 
the identical moneys deposited were to be returned. The moneys depos- 
ited by the officers of complainant were no doubt mingled with the 
moneys of the bank, and their identity thus lost; but can such fact 
destroy the trust in complainant’s favor, or prevent the enforcement of 
it by a court of equity? The bank being insolvent, the question is 
between the complainant and the general creditors of the bank repre- 
sented by the receiver. The ordinary creditors became such voluntarily; 
they deposited their money with the bank with their eyes open. But 
the money of the complainant was deposited by its officers, and received 
by the bank, not only without the knowledge of the complainant, but 
contrary to law. To put the complainant on the same plane with the 
ordinary creditors is to make the former share in a loss to which it did 
not voluntarily subject itself, and to give to the latter a share in money 
which never in equity became the property of the bank. This is cer- 
tainly not just. It was said by Mr. Justice Bradley, in Fre/nghuysen v. 
Nugent, 36 Fed. Rep. 239: 

‘Formerly, the equitable right of following misapplied money or other 
property into the hands of the parties receiving it depended upon the 
ability of identifying it, the equity attaching only to the very property 
misapplied. This right was first extended to the proceeds of the prop- 
erty, namely, to that which was procured in place of it by exchange, 
purchase, or sale; but if it became confused with other property of the © 
same kind, so as not to be distinguishable, without any fault on the part 
of the possessor, the equity was lost. Finally, however, it has been held 
as the better doctrine that confusion does not destroy the equity entirely, 
but converts it into a charge upon the entire mass, giving to the party 
injured by the unlawful diversion a priority of right over the other cred- 
itors of the possessor.” 

This rule was recognized as correct and applied by the Supreme 
Court in Nattonal Bank v. Insurance Co., 104 U. S. 56, 67; Peters v. 
Bain, 133 U.S. 694, 10 Sup. Ct. Rep. 354; and its application to the facts 
alleged in the bill in the present case is sufficient to sustain it. Demur- 
rer overruled.—Federal Reporter. 
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WHERE SUIT MAY BE BROUGHT TO ENFORCE 
COLLECTION. 


SUPREME COURT OF MICHIGAN, 
Watkins v. Plummer. 


The fact that a note, indorsed in a certain county and owned in another county, 
is transferred to a person for collection in a third county, where the indorser has 
business interests, in order that suit may be planted against him in that county, is 
nothing of which the indorser can complain, although he must thus stand suit away 
from home, it not appearing that he was misled as tothe real ownership of the note, 
or submitted himself under any misapprehension to the jurisdiction. 


MONTGOMERY, J.—The defendant is sued as indorser upon a negoti- 
able promissory note. The plaintiff lives in Jackson County, and 
brought the action in the Circuit Court of that county, and recovered a 
judgment. The defendant lives in Saginaw County, but has business 
interests in Jackson County which call him there at times. It was shown 
at the trial that the note in suit was discounted at the People’s Bank in 
Manchester, Washtenaw County, by the defendant, and that the bank 
was, at the time of the institution of the suit, and at the time of the trial, 
the owner of the note, but had transferred the same for collection to 
plaintiff, in order that suit could be planted in Jackson County. The 
plaintiff is a stockholder and director in the bank, and resides in the 
township of Norvell, Jackson County, which adjoins the township in 
Washtenaw County, in which the bank is located. The plea was the 
general issue, with notice of special defense. The defendant established 
the fact of the ownership of the note and the purpose of its transfer, and 
moved for a verdict upon the ground that the suit was brought in fraud 
of defendant’s rights, the note being transferred for the purpose of suing 
him away from his home. It doesnot appear, however, that the defend- 
ant was misled as to the real ownership of the note, or submitted him- 
self to the jurisdiction of the court under any misapprehension of fact. 
It was known to him when he interposed his plea of the general issue, 
and thereby submitted himself to the jurisdiction of the court, that the 
action was not necessarily brought in the name of the real owner, and 
that an agent for collection was authorized to sue in his own name. 
(Brigham v. Gurney, 1 Mich. 351; Lobdell v. Bank, 33 Mich. 409; Boyd 
v. Corbitt, 37 Mich. 52.) It is unnecessary, therefore, to determine what 
would be the proper practice in case a defendant is misled into pleading 
the general issue by appearances created by the plaintiff. The Circuit 
Court for the County of Jackson certainly had jurisdiction of the sub- 
ject-matter, and where this is the case it is a general rule that a plea to 
the merits waives any irregularity in obtaining jurisdiction of the person. 
(Razlroad Co. v. Gray, 38 Mich. 461; Gott v. Brigham, 41 Mich. 227, 2 
N. W. Rep. 5; Zhompson v. Benefit Ass'n, 52 Mich. 522,18 N. W. Rep. 
247.) An exception to this rule exists when the method of obtaining 
jurisdiction constitutes a fraud upon the court as well as uponthe party, 
but such is not the case here. The other points suggested are without 
merit, and the judgment should stand affirmed, with costs. The other 
justices concurred.—Northwestern Reporter. 
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LEGAL MISCELLANY. 


NEGOTIABLE INSTRUMENT—ACCOMMODATION MAKER.—In an action 
by a bank on a note it appeared that defendant, a resident of New York, 
made the notes for accommodation of the payees, residents of another 
State, who indorsed it to plaintiff. situated in the same State. The 
indorsers were afterwards discharged in insolvency proceedings, in 
which plaintiff proved the note as a claim, and received a dividend 
thereon : He/d, that the maker was not discharged from liability, since 
the indorsers would have been discharged as to plaintiff if it had not 
appeared and taken the dividend, and defendant was not injured thereby. 
[7hzrd Nat. Bank of Springfield v. Hastings, N. Y.| 


NEGOTIABLE INSTRUMENTS—OWNERSHIP.—In an action on a note, 
where plaintiff Dank alleged that it is the “absolute and unqualified 
owner” thereof, and issue was taken on that allegation, ownership thus 
became one of the issues to be tried. [Umzted States Nat. Bank of 
Atchison v. Crosely, lowa.] 


GARNISHMENT—JOINT ANSWER.— Where the record in a garnishment 
suit shows that the garnishees were proceeded against jointly, one 
summons having issued against both, one motion for judgment against 
both having been made, and one judgment entered, they will be regarded 
as joint defendants, and the answer of one will be evidence for both on 
the trial. [Pollock v. Jones, Ala.| 

NEGOTIABLE INSTRUMENT—BONA FIDE PURCHASER.—A bank held a 
note against a mother and son, and demanded security, and obtained 
from the son a sealed judgment waiver note fora similar amount, signed 
by his sister, in addition to himself and mother. The sister testified that 
she signed the note on the representation of her brother that it would 
enable him to obtain an additional loan from the bank. The cashier 
denied that the bank promised an additional loan, and claimed that it 
held the note as collateral security. The judgment note was past due 
when received, and no extra time was given on the original debt in con- 
sideration of it: He/d, that the bank was not a dona fide purchaser of the 
note for value. [Second Nat. Bank of Altoona v. Dunn, Penn.| 

NEGOTIABLE INSTRUMENTS—SUMMONS.—Where there is no charge 
of collusion or fraud between the indorser and holder of a promissory 
note as to the liability of such indorser, and an action is brought against 
him in the county where he resides within the State, and service had on 
him there, asummons may be issued and served on the makers in other 
counties of the State. [Belcher v. Palmer, Neb.] 


TENDER—DEPOSIT IN BANK.—For the purpose of making a tender or 
payment to P., R. made a general deposit in a bank to the credit of P. 
The latter, upon being informed of it, refused to accept it: A/e/d, that 
upon the administrator of P. withdrawing the money from the bank it 
belonged to R.and that he could maintain an action forconversion upon 
a refusal to pay it tohim. [Reynolds v. St. Paul Trust Co., Minn.} 


USURY—RENEWAL OF NOTE.—Where plaintiff gave his note to a 
bank, and the proceeds thereof were placed to his credit on the books, 
the fact that afterwards plaintiff applied the amount so credited to the 
payment of usurious interest on a debt due the bank does not affect the 
validity of the note. [Brown v. Cass County Bank, lowa.] 


_ CORPORATIONS—ARTICLES OF ASSOCIATION.—By the provisions found 
in Gen. St. 1878, ch. 34, tit. 1, $4, and title 2, §$ 110, 118, a corporation 
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organized as provided in title 2 is authorized, by a majority vote in num- 
ber and amount of its shareholders and stock shares, to amend its articles 
of association, including the article which prescribes the nature.of its 
corporate business in any respect, provided the amendment is germane 
to the subject-matter of the article to be amended, and could have been 
lawfully incorporated into the original articles ofassociation. [Wercan- 
tile Statement Co. v. Kneal, Minn.} 

CHATTEL MORTGAGE AND NOTE—FORECLOSE.—Where a _ promis- 
sory note and mortgage upon personal property are combined together 
in One instrument, the promise being to pay the money to a named payee 
or bearer, and the mortgage portion of the instrument being in these 
words: “To further secure the payment ofthis note, I hereby mortgage 
the following described property,’ etc.,—one who is not the payee named 
in the paper cannot foreclose the mortgage in his own name as holder 
and owner thereof, without having a written assignment of the same. 
[ Nicholson v. Harrzs, Ga.| 

GUARANTY—DISCHARGE.—A bank holding a guaranty of the collec- 
tion of a note delayed from July 17th (when it became convinced that 
suit was necessary) until November 29th to sue the principal, and delayed 
from January 7th following to April 5th to move to strike out a frivolous 
answer in the suit: /e/d, in an action on the guaranty, that the delay 
was so great as to amount as matter of law toa discharge of the guaran- 
tor. [Chatham Nat. Bank of New York v. Pratt, N. Y.| 

NEGOTIABLE INSTRUMENT—LIMITATIONS—FOREIGN JUDGMENT.— 
Where it is admitted in an action in Michigan on a note executed in 
California, and barred on its face by the statute of limitations, that no 
payment has ever been made on such note, and it is not shown that the 
remedy is not barred in Michigan, plaintiff cannot recover. [Howard v. 
Coon, Mich.] 

PRINCIPAL AND AGENT—USURY.— Where a principal empowers an 
agent to transact business with respect to which there is well-defined 
and publicly known usage, the presumption is, in the absence of facts 
indicating a different intent, that such authority was conferred in con- 
templation of such usage, and persons dealing with such agent in good 
faith will not be bound by limitations upon such usual authority. [JZz/- 
waukee & W. Investment Co. v. Johnston, Neb.| 

NEGOTIABLE INSTRUMENTS — NOTE — ACCOMMODATION MAKER — 
RIGHTS OF INDORSEE.—In an action by a bank on a note it appeared 
that defendant, a resident of New York, made the note for the accom- 
modation of the payees, residents of another State, who indorsed it to 
plaintiff, situated in the same State. The indorsers were afterward dis- 
charged in insolvency proceedings, in which plaintiff proved the note as 
a claim, and received a dividend thereon. /He/d, that the maker was not 
discharged from liability, since the indorsers would have been discharged 
as to plaintiff if it had not appeared and taken the dividend, and defend- 
ant was not injuredthereby. Gardner v. Bank, 11 Barb. 558; Phelps v. 
Borland, 103 N. Y. 406. Second Division, Oct. 1, 1892. [ Third Nat. 
Bank of Spring fieldv. Hastings, N. Y. Court of Appeals. ] 

NEGOTIABLE INSTRUMENTS—ACCOMMODATION INDORSERS—RIGHTS 
AS AGAINST BONA FIDE HOLDERS.—One who has indorsed a note for the 
accommodation of the maker on condition that the proceeds should be 
applied to a specified purpose cannot defend an action by a dona fide 
holder, who purchased without knowledge of the condition, on the 
ground that the avails of the note were diverted to other purposes. 
| Parker v. McLean, N. Y. Court of Appeals.] 


























ECONOMIC NOTES. 


ECONOMIC NOTES. 
THE CEREMONY OF “\THE TRIAL OF THE PYX.” 


The trial of the pyx is the annual testing of the standard of gold 
and silver coins in the English Mint. It is a very ancient custom, and 
derives its name from the pyx, or chest, in which the coins to be exam- 
ined are kept. The Mint-master was in former time simply a person 
under contract with the Government for the manufacture of the coinage, 
and periodical examinations were consequently necessary to see that the 
terms of the contract had been complied with. The Mint-master is now 
an officer of the crown, but the manner of conducting the ceremony is 
substantially unchanged. The finished coins are delivered to the Mint- 
master in weights called journey-weights—z.e., 15 pounds troy weight of 
gold, containing 70I sovereigns, or 1,402 half-sovereigns ; of silver, 60 
pounds troy. From each journey-weight a coin is taken, and placed in 
the pyx for the annual trial. The examination of the coins is made by 
the Goldsmiths’ Company, under the direction of the crown, in the pres- 
ence of the “Queen’s Remembrancer,’ who administers the oath to 
the jury and presides over the proceedings. The coins are compared 
with pieces cut from trial- -plates of standard fineness, ir. the ‘keeping of 
the “ Warden of the Standards.” If the coins are found to be of stand- 
ard fineness and weight, within certain limits, a statement to that effect 
is testified to by the jurors, and handed over to the treasurer. The 
coins to be tested are kept in the ancient chapel of the pyx, at West- 
minster Abbey, in joint custody of the Lords of the Treasury, and the 
Comptroller-General. This custom was first ordered during the thirty- 
second year of the reign of King Henry II. (1154-1189), and took place 
occasionally in subsequent reigns, whenever royalty chose to order it. 
King James was present at one of these ceremonies in 1611. There was 
one held at the Exchequer Office, July 17, 1861, and the next February 
15,1870. During the year 1870 a coinage act was passed by Parliament, 
providing for an annual trial of the pyx, and the ceremony has been 
observee@ each year since then. 

In the United States,a ceremony is provided by law. The trial of the 
pyx is made at the Mint in Philadelphia, on the second Wednesday of 
February annually, before the Judge of the District Court of the United 
States for the Eastern District of Pennsylvania, the Comptroller of the 
Currency, the Assayer of the New York Assay Office, and such other 
persons as the President of the United States shall from time to time 
designate for the purpose. A majority of the commissioners constitutes 
a competent board. Their examination is made in the presence of the 
Director of the Mint. The number of coins reserved for the assay from 
each delivery made by the chief coiner is prescribed by the director, and 
the reserve pieces, after being sealed up and labeled, are deposited in 
the pyx, kept under the joint care of the Superintendent of the Mint 
and the assayer, each of those officers securing it by an independent 
lock. The reserved coins from the coinage of other Mints besides that 
of Philadelphia are transmitted quarterly to the Philadelphia Mint, and, 
in addition to these, the director may at his pleasure take any other 
pieces for test. The commissioners are not sworn for the ceremony as 
in England, but after the examination they prepare a certified report of 
the trial, which, ift.:e coins are within the limit of tolerance in fineness 
and weight is satisfactory, is simply filed; but if not, the fact is cer- 
tified to the President of the United States, and if on a view of the 
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circumstances of the case he shall so decide, the officer or officers impli- 
cated in the error are thenceforward disqualified from holding their re- 
' spective offices.—Lippincott’s Magazine. 


ORIGIN OF PAPER MONEY. 


Paper money developed from the bills of exchange or certificates of 
the banks and was probably first issued by the Italian bankers of the 
fourteenth century, says the Sax Francisco Examiner. Governments 
found * an easy way of obtaining money in times of necessity, being, in 
effect, a forced loan from the people. Paper bills are promises to pay, 
and when the Government issues them in exchange for supplies or ser- 
vices it has actually borrowed just so much from the man to whom it 
pays them. It, however, allows him to pass this note in payment of his 
debts, so instead of being a loan from him singly it is a loan from the 
whole people. The ease with which the notes may be issued’ has led 
many Governments into disastrous experiments in time of war or stress, 
the promises being issued in such profusion that they became of no 
value. The continental currency issued during the revolution by the 
American Congress, and the assignats of the French revolution may be 
instanced. Paper money depends for its value on the ability of the 
authority that issues it to give value for it when payment is demanded. 
When the issue of the civil war was in doubt the value of the green- 
backs issued by the United States sunk to one-third of their face value, 
due partly toa lack of confidence in the Government and due still more 
to the certainty that payment of the notes must be indefinitely post- 
poned. Even when the war closed and there was no longer doubt of the 
Government, the currency was depreciated for thirteen years. The 
Government was in the position of the man known to his neighbors as 
“900d but slow pay.” His notes pass at a discount. The Government 
was known to be good for the amount, and it was certain that it would 
be ready to redeem its notes some day, but that was not enough for the 
man who wanted to use the money right away. He thus passed the 
notes at a discount. The value of paper money thus depends at any 
given moment on the promise of the Government to redeem it. Ifthe 
promise will be met when the notes are presented they pass at their 
face value. Ifthere is doubt on this point the notes must pass at dis- 
count, greater or less according to circumstances. If there is no chance 
that they will ever be paid they are worth nothing at all. As the United 
States Government has stood ready since 1879 to redeem in gold any 
notes as soon as presented, its currency passes without question at its 
face value. ! 


THE PHILOSOPHY OF PRICES. 


The vital importance of reasonably remunerative prices to the welfare 
of any people cannot be denied. It is true that Mr. Currie, a London 
broker and monometalist, one of the delegates from England to the Brus- 
sels Conference, without denying the reduction of prices caused by the 
attempted compression to a single gold standard, is quoted in the press 
reports of the proceedings of the Conference as arguing that low prices 
are not to be deprecated, but rather to be approved and encouraged as 
conducive to trade; but his views can hardly meet with general ap- 
proval. They are the cold expressions of a broker and middle man, who is 
apparently indifferent to the condition of the producer, so he himself 
scales his percentage from the product as it passes through his hands 
on its way to the consumer. It has been well said that “the true source 
of riches, as well as of independence, is to be found in the cultivation of 
the soil,” but neither competency nor independence can be realized with- 
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out remunerative prices. Cotton at five cents on the Southern planta- 
tion and.wheat at forty cents on the plains of Western Kansas, Nebraska 
and Dakota, cannot yield a fair and living return to the producer. Prices 
unduly high are to be deprecated as well as prices unduly low; but 
prices liberally remunerative, without inflation, are essential to the 
prosperity of the people. Fair prices to the producer, fair wages to the 
workman, as well as fair profits tothe middle man and manufacture, are 
the conditions that give purchasing power to all classes, and thereby 
promote trade, general education, comfort and prosperity, and tend to 
that diffusion of wealth which isso essential to the permanent independ- 
ence of any people—Howard M. Holden. 
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BANKING AND FINANCIAL ITEMS. 
GENERAL. 

NEw BANK BUILDINGS AND OTHER IMPROVEMENTS.—One of the evidences 
of the prosperity of a bank is the construction of larger and handsomer offices. 
So many banks have just done, or are now doing this, that we have only space to 
mention the names of those known to us. 


FLa....Orlando .....Citizens. Nat. B’k. Pa... ..Harrisburg...Merchants Nat. B’k 
a Savannah ....Germania Bank. «  ,.Reading......Schuylkill Valley 
MAss... Worcester....Quinsigamond Bank. 
Nat. Bank. TENN...Chattanooga.South Chattanoo- 
OHIO... Mansfield ....Bank of Mansfield. ga Sav. Bank. 





Other banks which have made minor improvements, put in new vaults, etc., are 
the following : 
KAN.... Wellington...Sumner Nat. B’k. | N. Y....Port Henry..First Nat. Bank. 


Banks which are increasing their capital : 


ILL.....Beardstown’.... First National Bank, from $50,000 to $80,000. 
Wis....Eau Claire,....Commercial Bank, to $50,000. 


HINTS TO BEGINNERS IN BOOKKEEPING.—In this little pamphlet of a dozen 
pages, the author, Mr. R. J. Buchanan, has put a large amount of most useful 
information. Though intended for beginners, perhaps even those further advanced 
in the science of accounting may find some statements worthy of attention. 


EASTERN STATES. 


CONNECTICUT.—The oldest acting bank president in the State is Lebbeus Bissell 
of Rockville, who celebrated his eighty-third birthday recently. In 1858, when 
Rockville’s population was 3,000, Mr. Bissell interested prominent citizens of the 
place and incorpogated the Savings Bank of Rockville, and he was elected secretary 
and treasurer, which office he has held ever since. Of the original officers of the 
bank there are but two now living. . 


HARTFORD, CONN.—The Society for Savings, known everywhere as the Pratt 
Street Savings Bank, has long been the largest savings bank in the State, but its 
growth in recent years has been especially noticeable and carries a moral with it. © 
Look at the statement just given and that in the report of 1882—ten years ago: 








Deposits. Depositors. 
iii ed tien anced a wei eens $15,020,250 36,586 
ere rr re jeeeeenes 8,540,832 25,840 
BRON. 0000000 v0 rrndewnee $6,479,418 10,746 


The deposits have gone up over six millions and nearly eleven thousand accounts 
have been added, and yet this bank refuses to pay interest on accounts above 
$10,000 or to receive over $500 a year from any depositor. 

Boston, MaAss.—The introduction of threads into bank note paper for the pur- 
pose of increasing the difficulty of preparing similar paper by counterfeiters is not 
a new idea, though to many doubtless it is. We have recently seen a sheet thus 
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prepared for the Massachusetts National Bank before the war, containing red 
threads. Whether invented by that institution or not, it reflects no little credit on its 
wisdom to have used it for its note issues. ' 

Boston.—Mr. William T. Hart, recently elected member of the new board of 
directors of the Boston & Maine road, will be recollected as a former trustee and 
afterwards president of the N. Y. & New England road, in whose service he was a 
most efficient manager. Mr. Hart is president of the Continental Bank, and one 
of Boston’s skilled financiers. 

NEw YorK City.—The Federal Bank has organized under State laws, and 
opened for business at Third avenue and 34th street, with Albert H. Leszynski 
president, and W. H. Bayles cashier. The directors are John G. McCullough, 
vice-president Erie Railroad Company ; Charles R. Flint, James H. Parker, presi- 
dent United States National Bank; Willard Brown, of Brown & Wells; August 
Roesler, of Wm. Wicke & Co.; Clarence H. Wildes, 34 Wall street ; Charles E. 
Hauselt, merchant ; George G. Haven, Jr., treasurer N. Y. & Northern Railroad 
Company, and A. H. Leszynski. Among the stockholders are Charles F. Haven- 
meyer, Ferdinand Sulzberger, W. C. Humstone, Thomas E. Crimmins, Theo. W. 
Myers, Morris K. Jesup, Thomas F. Clark, vice-president Western Union Tele- 
graph Company, B. O. Chisolm, Leonard Lewisohn, Geo. P. Cammann, John J. 
Riker, Andrew Saks, John B. Kerr and Dr. Charles H. Knight. 

NEw YorkK City.—The Executive Council of the American Bankers’ Associa: 
tion has elected as secretary Henry W. Ford, late president of the National Bank 
of the Republic of this city. It was decided to hold the annual convention of the 
association in Chicago, Sept. 6 and 7 next. 

NEw YorK City.—A movement has been set on foot by some of the bankers 
and business men for the purpose of inducing Congress to make an appropriation 
to pay for the shipment of soiled and mutilated paper money to Washington for 
redemption. For nearly ten years the Government notes have circulated insall but 
the Sub-Treasury cities, with no chance of being replaced by new paper unless the 
banks and business men took it ‘upon themselves to defray the transportation 
expenses. It is thought that fully one-half of the money in circulation in most 
parts of the country is so badly soiled and worn that it should be withdrawn from 
use. At arecent meeting of the Clearing House Association one of the bank presi- 
dents suggested that a petition to Congress in the matter be prepared and circulated 
for signatures in all the principal cities. The suggestion was approved by almost 
every person present at the meeting, but no formal resolution was adopted. Assist- 
ant Treasurer Roberts, of the United States Sub-Treasury in this city, thinks that 
the required action of Congress can be obtained with very little difficulty. The 
cost to the Government for the expressage would be very light. 

NEW YorK CiTy.—Negotiations are said to be under way for the organization 
of a new National bank, which is to have a capital of $1,000,000. Among those 
said to be interested are William C. Whitney, his brother-in-law, Oliver H. Payne, 
A. D. Juilliard and George G. Havens, directors in the Bank of America; Samuel 
D. Babcock, a director in the American Exchange National Bank ; President 
McCurdy, of the Mutual Life Insurance Company, and some Philadelphia cap- 
italists. 

ALBANY, N. Y.—Superintendent of Banking Preston has appointed William F. 
Creed, of New York City, Deputy Superintendent of Banking, to succeed Lawrence 
F. Cahill, who resigned that position in September last. Mr. Creed is about forty- 
five years old, and has been Bank Examiner in New York City and Brooklyn for 
the department for some months. He is thoroughly equipped, having been con- 
nected with banks and banking for over twenty years, and having served for many 
years as cashier of the Farmers’ National Bank of Malone. During President 
Cleveland’s administration Mr. Creed served as Auditor of the Custom House in 
New York City. 

ALBANY, N. Y.—The action of the New York State National bank directors, 
at a recent meeting, will attract no little attention. A dividend of 50 per cent. free 
of all local tax was declared. ‘This was to all the stockholders, A special divi- 
dend of a sum sufficient to pay the city and county tax on shares of the bank was. 

also declared. The stockholders received a notice which contained the following : 
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‘* We are induced, after mature deliberation, to make this division of the profits of 
the bank to the present stockholders, rather than continue to accumulate a fund 
for those who may come after us in the management of this institution, to distribute; 
believing as we do, that with an unimpaired capital, and a surplus equal to that 
capital, and profits in addition sufficient to meet all the ordinary risks of business, 
we are abundantly well provided, without further accumulations, to successfully 
conduct, in the future, as in the past, the business of this old bank, which now 
concludes the ninetieth year of its chartered existence.’”’ Appreciating the services 
the clerks in the bank’have performed during the past year, President J. Howard 
King, on behalf of the directors, distributed $2,000. Each teller and clerk received 
a check equivalent to a month’s salary. In making the presentation, Mr. King said 
that dividends were large, the bank’s business most excellent, and that he was glad 
to recognize the faithful services of the bank staff. 

BUFFALO, N. Y.—At the annual meeting of the Bankers’ Association of Buffalo, 
the officers elected for the current year were as follows: President, Pascal P. Pratt; 
vice-president, F. L. Danforth ; secretary, W. C. Cornwell; treasurer, E. R. 
Spaulding ; Clearing House Committee—s. M. Clement, Jr., chairman; George 
Sandrock, M. F. Warren, C. W. Hammond, N. Rochester. Loan Committee— 
Pascal P. Pratt, James R. Smith, W. H. Walker, Arthur D. Bissell, Charles A. 
Sweet. Arbitration Committee—John N. Scatcherd, Wiliiam Meadows, John L. 
Williams. A very gratifying report was presented by the Clearing House commit- 
tee. It showed that four banks had come into the Clearing House during the past 
year, making twenty in all, which includes all the banks of discount and deposit in 
the city. ‘The report also showed that the clearings for the year 1892 were $416,- 
039, 387-52, and the balances $36,397,914.96, a marked increase over the volume 
of business for the previous year ; also that the daily settlements are on a strictly 
gold basis, United States Treasury certificates being issued for use here. The con- 
dition of our banking business was referred to as *‘ a matter of pride to the banks 

‘and to the whole city.” 

SYRACUSE, N. Y.—Lucius Gleason, the well-known president of the Third 
National Bank died on the 3d of January. The history of Mr. Gleason’s life is 
an epitome of the opportunities furnished by this country to those who have a dis- 
position to avail themselves of them. He was in every sense a self-made man, and 
by his native ability raised himself from the humble circumstances of his youth to 
a position of power and influence in the business world. To accomplish this he 
needed no larger field of labor than the county in which he was born afforded him. 
His foresight was keen and seldom was it that he met with failure in any venture 
which he might undertake. It was in 1863 that the Third National Bank was 
organized in this city, and Lucius Gleason was elected as a member of the board of 
directors. In 1871 he succeeded Allen Munroe as its president, and has continued 
in that capacity to the present time. Inthe panic of 1873 the bank suffered heavy 
losses, but under the wise and prudent management of Mr. Gleason it quickly 
recovered, and became one of the most prosperous and successful institutions in 
the city. Mr. Gleason was one of the few men who never relinquished the manu- 
facture of salt. When others gave up in discouragement and allowed their blocks 
to fall a prey to decay, the fires in Mr. Gleason’s furnaces still burned. His blocks 
stood and coined him money, and they are standing to-day, a monument to his 
sagacity and energy. Mr. Gleason also owned several large farms which were 
devoted to the cultivation of willow for basket making. At the time of Mr. Gleason’s 
death his fortune was estimated at something more than a million dollars, a fortune 
which he amassed by his sagacious and prudent business methods. Although a 
resident of the village of Liverpool his larger interests were centered in Syracuse, 
and he has always been identified with the growth and prosperity of this city. 

BEAVER FALLS, PA.—The Economy Savings Institution, at Beaver Falls, is wind- 
ing up its business affairs for the purpose of gaing out of business on the Ist of 
next April, at which time the newly incorporated Farmers’ National Bank will begin 
business and will occupy the fine bank building now used for the same purpose by 
the Economy Savings Bank. Thelatter institution, which is better known as the 
Economy Bank, is a private banking establishment, started by the Harmony 
Society in 1870 The society is still the principal owner, the other parties interested 

being John Reeves and Hon. Henry Hice, of Beaver. Being backed by the solid 
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resources of the Economites, the bank has had the confidence of the community 
from the start, and has done an immense business. At times, according to the 
statements of men in a position to know, the deposits with the bank have reached 
almost the million-dollar mark, and its loans and discounts more than $3,000, 000. 

The mystery of the Economites mortgaging their property for $400,000 is now 
explained. The money is to be used in paying off the depositors during the pro- 
cess of closing out the business of this bank, in case the collections of loans, etc., 
made by the bank are not realized on as rapidly as the requirements of the situa- 
tion may demand. Despite the common confidence in this bank it has withstood 
ten different runs by nervous creditors during its existence. The promptness with 
which it met every demand soon stopped the call for deposits. “The new institu- 
tion is to be known as the Farmers National Bank of Beaver Falls, with a capital 
of $100,000. The incorporators are J. C. Whitta, Dr. T. P. Simpson, Rankin 
Martin, M. L. Knight, C. R. Wylie and J. F. Merriman, of Beaver Falls, and J. 

M. Buchanan, of Beaver. 

HARRISBURG, PA.—A new trust company has been organized. Among the cap- 
italists interested are Major L. S. Bent, president, and E. C. Felton, general man- 
ager of the Pennsylvania Steel Company ; W. J. Snavely, cashier of the Steelton 
National Bank; George W. Cumbler, gee of the Middletown, Highspire and 
Steelton Street Railway Company; J. E. Rutherford, vice-president of the Steelton 
National Bank ; Colonel James Young, president of the American Tube and Iron 
Company; A. S. Matheson, general manager of the same company; John Q. Denny, 
president of the East Harrisburg Passenger Railway Company ; G. M. McCauley, 
treasurer of the Central Iron Works; William F. Bay, president of the Monaghan- 
Bay Shoe Company; Theodore N. Ely, general superintendent of motive power of 
the Pennsylvania Railroad Company; John C. Kunkel, A. A. Pancake, George Pan- 
cake, J. Montgomery Forster, Arch G. Knisely, H. B. Mitchell, A. S. McCreath, 
Edward Bailey, president, and W. L. Gorgas, cashier of the Harrisburg National 
Bank, with all the directors of that institution. The property adjoining the Har- 
risburg National Bank has been purchased, and such alterations and improvements 
will be made to supply room for the two banking establishments. The Harrisburg 
National Bank was organized in 1814. Its present capital is $300,000, with a sur- 
plus of $185,000, an additional $10,000 having been added to the surplus fund 
within the past two days. 


Eri£, PA.—It was not until after the Finance Committee had invited bids from 
Erie bankers for interest on city deposits, the banks had declined to submit any 
and the Comptroller instructed to solicit bids from outside depositories that any 
action was taken by local bankers. Within a day after the above action, however, 
sealed proposals were received from both the First and Second National Banks and 
these, together with one from the Niagara Bank of Buffalo, were opened at a joint 
meeting at the finance committee. The First National Bank agreed to receive all 
money on deposit by the City Treasurer for one year from April Ist next, paying 
interest therefor at the rate of 2 per cent. per annum, to be computed from the 
daily balances. ‘The Second National was willing to enter into a three years’ con- 
tract, pay interest at the rate of 2 per cent. per annum, to be made up from daily or 
monthly balances as desired, and to furnish good and sufficient bonds. The bid 
of the Niagara Bank of Buffalo was substantially thesame. After considerable dis- 
cussion, during which Mr. Hamberger proposed that deposits be made by certifi- 
cate, thus assuring interest at the rate of 3 per cent. for money which remained on 
deposit six months, and a representative of the Niagara Bank, seconded by Mr. 
O’Brien, suggested that his bank be given a portion of the money, a motion was 
put and carried that the finance committee recommend acceptance of the Second 
National Bank’s proposition. It was further recommended that interest be calcu- 
lated on daily balances and, at the suggestion of Comptroller Brevillier, that the 
bank be required to furnish bonds in the sum of $200,000. The above proposition, 
emanating from the finance committee and Comptroller, will increase the city’s yearly 
revenue $1,800 to $2,000. Heretofore city money on deposit has drawn no interest 
whatever. 

VERMONT.—Governor Fuller has appointed Hon. William H. DuBois, of Ran- 
dolph, Inspector of Finance for the State of Vermont, vice Frederic G. Field, of 
Springfield. In 1875 Mr. DuBois organized the Randolph National Bank and has 
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been its president since. During the last fourteen years he has been trustee of the 
State Normal School at Randolph, and treasurer of the graded school district and 
village of West Randolph since their incorporation. He is chairman of the board 
of water commissioners of the village of West Kandolph, and was Town Auditor 
for several years. In 1876 he was a member of the General Assembly from Ran- 
dolph, serving on the committee on education and banks, and on the joint special 
committee of State expenses. He wasappointed Inspector of Finance by Governor 
Fairbanks the same year, holding the office by re-appointment for six years. In 
1882 he was elected State Treasurer and held the office for eight years consecutively. 
The office of Inspector of Finance was created at the request of John B. Page, then 
State Treasurer. The first duties of the Inspector were to settle with the Auditor of 
Accounts and to aid him in settling with the Treasurer. Soon after the duty of 
inspecting the savings banks and trust companies were added, and later the inspec- 
tion of the loan companies selling securities in this State. The Inspector’s salary 
‘was placed at $200, afterwards raised to $5c0, and by the last Legislature raised 
to $1,000. : 

BENNINGTON, VT.—Luther R. Graves of this village was one of the original 
charterers of the Troy, N. Y., State National Bank and was one of the directors 
elected at its first meeting. He is yet a member of the board, and is the only sur- 
viving one of those who were members of those first chosen. 


WESTERN STATES. 


LANSING, MicH.—Commissioner of Banking Sherwood has prepared a report 
showing the condition of the 138 State banks and three trust companies at the close 
of businesson December g. The total liabilities were $82,649,533; loans and dis- 
counts, $38,883.892.66; cash on hand, $3,828,752. 86; individual deposits, $16,948,- 
803.62; certificates of deposits, $9,632,918.47 ; savings deposits, $37,909,010. 12 ; 
total deposits, $64,490, 732.21. 

LANSING, MICH.—The City National Bank, of which E. W. Sparrow is presi- 
dent, and B. F. Davis cashier, has made an additional purchase of $75,000 worth 
of Government four per cent. bonds which it has deposited with the Treasurer of 
the United States as security for a further issue of currency. 


LINCOLN, NEB.—The convention of the State Bankers’ Association of Nebraska 
has elected the following officers: President, C. F. Bentley, Grand Island ; first 
vice-president, A. E. Cady, St. Paul; executive council, H. W. Yates, Omaha ; 
N. S. Harwood, Lincoln; A. R. Graham, Wisner; C. H. Moore, Lincoln; W. 
L. Wilson, Nebraska City; L. D. Richards, Fremont; A. L. Clarke, Hastings; 
G. W. Post, York ; Edward Updike, Harvard; F. Y. Robertson, Kearney. Vice- 
presidents: First district—O. Horne, Syracuse ; G. W. Holland, Falls City. Sec- 
ond district—F. H. Davis, Omaha; A. P. Brink, South Omaha; William Wal- 
lace, Omaha. Third district—William Steufer, West Point; W. H. Bucholz, 
Norfolk ; E. F. Folda, Schuyler. Fourth district—S.C. Smith, Beatrice; E. E. 
Leonard, David City ; Charles Perky, Wahoo. Fifth district—A. R. Cruzen, 
Curtis; Chas. M. Kincade, Beaver City; A. D. King, Culbertson. Sixth district—L. 
H. Jewett, Broken Bow; Job Hathaway, Hemingford ; S. G. Glover, Long Pine. 
The following resolutions were also adopted. eso/ved, That Congress be petitioned 
to suspend the purchase of silver bullion under the Sherman act until such time as the 
rate of silver shall be so fixed by international agreement that the silver legal tender 
dollar or its proper representative shall have an equal purchasing quality with the 
gold dollar. esolvea, That it is the sense of this convention that the National 
banking act be so amended as to restore to the banks one of its proper functions, 
namely, the furnishing under proper governmental supervision, such additional 
instruments in excess of coin necessary to meet the demands of trade. The com- 
mittee to which was referred the matter of days of grace recommended their abolish- 
ment by legislative enactment. 

Caviz, O.—W. S. Cessna, Asst. Cashier of the First Nat. Bank of Cadiz, has 
in his possession two ancient pieces of paper money possessing curious interest if 
not intrinsic value. One calls for 50 shillings, about $12.50, and reads, ‘‘ Accord- 
ing to the act of the General Assembly of Pennsylvania, passed in the 13th year in 
the reign of His Majesty George the Third, dated the first day of October, 1773.” 
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On the reverse side are the ominous words, ‘‘ To counterfeit is death.” The other 
piece is much like this one, except that it calls for two shillings and sient a half 
crown. 


SOUTHERN STATES. 


TEXAS.—The constitution provides that no corporate body shall hereafter be 
created, renewed or extended with banking or discounting privileges.—Article 16, 
section 1. For some reason this limitation upon the power of the Legislature has 
remained in every constitution, except that of 1869, since the organization of the 
State Government. In the exercise of their sovereign rights, to relieve present or 
prospective conditions inimical to their interests, the people, through their platform 
last August, expressed themselves in favor of an amendment to the constitution 
permitting the incorporation of State banks under proper restrictions and control 
for the protection of the depositors and the people. One of the reasons for this 
demand is that the people are willing to remove that restriction on the legislative 
power and thus to prepare against any contingency that may arise from Federal 
legislation on the subject of finance. There is a strong desire in some sections of 
the country for the repeal of the National banking law, over which Congress has 
exclusive control. Should the Congress abolish the National banking system, with 
the constitutional prohibition referred to unchanged, the Legislature could not give 
to the people of Texas any banking system to supply the necessities of business and 
commerce. It therefore becomes advisable for your honorable bodies to submit a 
constitutional amendment in obedience to the expressed will of the people on the 
subject. 

PACIFIC STATES. 


SAN FRANCISCO, CAL.—The returns of the San Francisco savings banks for 
January 1, 1893, just filed with the commissioners, show continued prosperity 
among the patrons of these institutions. There are ten of these banks in the city 
—no new one having been established for three years. All appear to be in a thriv- 
ing condition. Three of them report larger aggregate resources than are to be 
found to the credit of any other banks of any kind in this city or State, or in any 
other city or State this side of Chicago. ‘Two of these banks show resources of 
over $31,000,000 apiece, while a third has nearly $29,000,000. The German Sav- 
ings and Loan Society report assets of $31,905,000; the Hibernia Savings and Loan 
Society, $31,137,000, and the San Francisco Savings Union, $28,750,000. The 
German Bank assumed the leading position last year, though organized only in 
1858, or less than twenty-five years ago. The amount tothe credit of depositors 
in the ten city savings banks at the beginning of this year was $107,224,400, an 
increase of $9,623,700 during the year 1892. Thisis probably the largest increase 
in this line made during a single calendar year. During the past decade there has 
been a gain of $58,673.700 in the deposits in these banks, equal to an average 
annual increase of $5,867,270. Such a munificent gain to the credit of the clients 
of these institutions speaks volumes for the prosperity of the community which has 
contributed the money. There have been no failures among the savings banks of 
the city since the weeding out of weak institutions by the Bank Commissioners fif- 
teen years ago. Two banks have come into existence since then, and all appear to 
have been prosperous right along from year to year, though some have gone ahead 
more rapidly than others. Sometimes there is complaint because so much money 
finds lodgment in the savings banks, the idea being that better results would be 
accomplished if the owners of this capital invested in active business enterprises. 
It should be remembered that lodging it in these banks does not prevent its use in 
general business, as most of these banks have sufficient capital to allow them to 
make general loans. The managers of these banks have no remedy against these 
accumulations. If they were to decline deposits, or reduce the rates of interest 
below what they legitimately earn, it would only lead to the multiplication of banks, 
without diminishing the amount in deposits. Those things right themselves after a 
time. The supply of money adjusts itself to the demand, and the managers natur- 
ally watch the supply and demand, and so adjust the rate of interest and dividend- 
as to reduce the friction to the lowest minimum consistent with safety and prospers 
ity to all concerned.— San Francisco Bulletin. 


SACRAMENTO, CAL.—Edgar Mills died on the 1oth inst. in San Francisco, Cal. 
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He was born at North Salem, Westchester County, N. Y., on October 18th, 1827. 
He was educated as a civil engineer, and made some of the early surveys for the 
Hudson River Railroad. He went to California with the first rush after the dis- 
covery of gold. There he became first a merchant, afterward a banker, and, at 
the time of his death, he was president of the National Bank of D. O. Mills & Co., 
of Sacramento. Mr. Mills was also president of the Eureka & Palisades Railroad 
Company, and connected with many other corporations on the Pacific coast. He 
was commissioner from the State of California to the French exposition of 1867. 
He was interested with his brother, Darius Ogden Mills, in such mines as the 
Alaska-Treadwell, Bunker Hill and Sullivan and Alaska-Mexican. 


FOREIGN. 


RussiA.—The business of banking is completely ruined in Kiev, Kharkov, and 
other large cities in the South of Russia, and private banks liquidate one after the 
other. There is no demand for money, and it does not pay the bankers to keep 
current accounts with depositors. The two named cities and Nijni Novogorod, 
which stood second rate in the empire in money transactions, have dwindled down 
to the third and fourth rate respectively, and this tells heavily on the banking busi- 
ness even of Moscow, St. Petersburg, and Warsaw. Only Odessa is yet able to 
hold its own as a money center, because of her foreign and marinetrade. The 
bankers of that city, however, are so over-flooded with capital that they cannot 
afford to pay more than 1% to 2 per cent. interest on capital. 





> ih <> 
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Sterling exchange has ranged during January at from 4.87 @ 4.88 for 
sight, and 4.85% @ 4.86% for 60 days. Paris—Francs, 5.1556 @ 5.14% for 
sight, and 5.18% @ 5.16% for 60 days. The closing rates for the month were 
as follows: Bankers’ sterling, 60 days, 4.8534 @ 4.86; bankers’ sterling, sight, 
4.87 @ 4.87%; cable transfers, 4.874% @ 4.87%. Paris—Bankers’, 60 days, 
5.18% @ 5.17%; sight, 5.1554 @ 5.15. Antwerp— Commercial, 60 days, 
5.20 @ 5.193g. Reichmarks (4)—bankers’, 60 days, 953% @ 95%; sight, 
9554 @ 9534. Guilders—bankers’, 60 days, 40 3-16 @ 404%; sight, 40% @ 
40 7-16. 
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Our usual quotations for stocks and bonds will be found elsewhere. The 
rates for money ‘have been as follows: 


QUOTATIONS : Jan. 3. Jan. 9. Jan. 16. Jan, 24. Jan. 30. 
DiscountS,..ccccoe..ss «5 6 @8B ..6 @7 ..6 @E6% ..§ @SK% ..4%@ 5 
Ce OO kas, wee OS. i Ee. ot. Ce «S -- 24@ 2 
Treas, balances, coin...... $86,965,268 .. $85,537,018 .. $85,424,863 .. $81,675,577 .. $77,077.785 


Do. do currency.... 6,227,337 ..  5,783.2t1.. 7,786,036 .. 10,516,024 .. 13,140,301 





> ih... 


The reports of the New York Clearing-house returns compare as follows: 
1803. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Jan. 7.. $441,283,700 . $76,626,600 . $46,157,800 . $455,367;800 . $5,585,000 . $ 8,942,450 
14.. 439,875,100 . 79,947,900 . 51,3%0,100 . 462,870,200 . 5,623,300 . 15,610,450 


s) 21-4 447,074,109 . 84,627,700. 57,892,800 . 479,963,300 . 5,646,900 . 22,529,600 
28.. 455,179,900 . 85,280,100 . 60,058,100 . 488,779,600 . 5,586,300 . 23,143,300 


The Boston bank statement is as follows : 


1892. Loans. Specte. Leval Tenders. Deposits. Circulation, 
~~ DBissves $158,114,800 .... $10,234,400 .... $5,710,200 .... 144,918,400 .... $5,188,500 
1893. 
oer 158,133,900 .. . 10,258,100 .... 6,049,700 «+++ 149,624,700 .... 5,203,600 
—_— 159,306,400 .... 10,451,800 .... 6,228,800 .... 149,762,700 .... 5,162,900 
- a 161,206,100 .... 10,810,600 .... 6,236,800 .:.. 151,750,400 .... 5,129,600 
as 161,703,900 ... 10,809,300 .... 6,267,300 . .. 149,535,700 ... 5,130,100 
The Clearing-house exhibit of the Philadelphia banks is as annexed : 
1893. Loans Reserves. Debostits. Circulation, 
By Di icvirnneseden on $103,074,000 .... $27,472,000 «+» $103,866,000 .... $3,590,000 
a Te « cece SOR SCORED cece 27,357,000 wean 102,574,000 .... 3,612,000 
alee gee nr eee 102,737,000 .... 29,169,000 .... “102,607,.0co. .... 3,618,000 


© Ms eae enn.» abate 103,0,8 000 .... 29,710,000 .... 104,344,000 .... 3,591,000 


sree eee eee 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from January No., page 555.) 


Bank and Place. Elected. in place of. 
N. Y. City.Fifth National Bank........ i Fe Be teswocsnseed R. B. Kelly. 
«  ,.National Bank of Commerce...J. Pierpont Morgan, V. P..A. A. Low.* 
« ..Nat. Shoe & Leather Bank..... sc ic MC MEE Cetecces* #§  *senecses 
#  ,.Sixth National Bank..... ..... W. Emlen Roosevelt, V. P. Chas. G. Landon. 
e ..Continental Trust Co........<. Otto A. Bannard, P........ Henry A. Oakley. 
John I. Waterbury, 7..... F. O, French, 
« ..Manhattan Trust Co......... Dr Tin Cs Peseene i cesevces 
Sy dl US ge eee eee 
D. C....West End Nat. Bank, Wash.. F. C. Stevens, 7........... Wm. R. Riley. 
aS ere First National Bank, Aurora...F. F. PEM cseies senewwde 
«  ,.First National Bank, Canton...L. C. Swearingen, 4ss’Z.... «= «soccer 
KAN.... First National Bank, Pratt..... ee Te oe "Hopper. 
_ Bath National Bank, Bath..... Pi SUC Secccnvecee geecees 
MD..... Citizens National Bank, Balt...James A. Gary, V. F...... Thos. Cassard.* 
Mass... Nat. Exchange Bank, Boston. Chas. A. Price, Ass’t....... =... eee 
» ,.Cambridge Nat. B’k, East Cam..Alvin F, Sortw ‘ell, Rap I ne cae 
” " Lechmere Nat. B’k, ’ East Cam..Otis S. Brown, V. ee Wm. H. Shermar. 
» « . Essex Nat. Bank, Haverhill... .J. Russ, Jr., Cas, Linen miinme W. H. Coffin, 
«  ..Nationa] City Bank, Sa F. S. Pevear, IP sitagnion cal Amos P. Tapley. 
w  ,.Blue Hill Nat. Bank, Milton...Samuel Gannett, 7?........ — cesceees 
«  ..Nat. B’k of Com., New Bedford.Wm. I. Rotch, V. P....... W. C. N. Swift.* 
w  ,.First Nat. B’k, S. Weymouth..A. B. Vining, V. P........ Josiah Reed 
# ..Union National Bank, - ( Henry A. Nash, P......... Albert Humphrey.* 
Weymouth. ) Edwin P. W orster, V, P...Henry A. Nash. 
MicH...Fifth National Bank, J. Edward Earle, Rieke pee J. D. Robinson.* 
Grand Rapids. J. H. Bonnell, 1s¢ V. ?....J. Edward Earle. 
T. W. Strahan, 2@ V. P.... eee Gene 
Mixn...First National Bank, a el kncdacd i seesawnn 
Appleton. Baward Lende, Ass’t....2. 5 sscccces 
| a First National Bank, Moberly..J. C. Samuel, Ass’¢........ Ira J. Lewis. 
NFB....First National Bank, Grant....C. S. Montgomery, V. P...D. D. Cooley, 
»  ..Packers National Bank, ') John O&A A. C. Foster. 
South Omaha. ;C. M. Hunt, V. Pntectwkes Samuel Cotner, 
N. J.. ae Nat. Bank, Camden.. \ Elias Davis, ee I, C. Martindale. 
" . First National Bank, Camden..Chas. Stockham, V. P..... J. Livermore. 
" . First Nat. Bank, Plainfield..... Chas. Potter, cd I, D. Titsworth. 
N. Mex. Albuquerque Nat. B’k, Alb..... fe te Svcd sesacnen A. W. Jones. 
N. Y...First National Bank, Albany...Wm. M. Whitney, V. ?.... Lemon Thomson. 
»  ,,¥First National Bank, [Af + eee Jerome Thompson, 
Candor. } M.A. Beers, OE, in eacns F. W. Smith. 
»  .,.National Bank of Cohoes...... D. J. Johnston, Foinisaneun Charles Adams. 
w  ,.First National Bank, \ Geo. R. Williams, /....... J. C. Stowell. 
Ithaca. She ts ON, Fc PB ccccoced Geo. R. Williams. 
« ,..Farmers Nat. Bank, Malone....F. F. Fisk, Cas jeieenesn nied O. S. Lawrence. 
“ ..First National Bank, Moravia. .Morgan L. Williams, V. ?..Joseph Dresser, * 
»  ..First Nat. Bank, Penn Yan... J. eS a |», ee rere r 
” .. Third National Bank, Syracuse. Henry Lacy, ?........ ... Lucius Gleason.* 
»  ..First National Bank, Ls Be BE Pniceciccvcees Howard Elmer. 
Waverly. } Percy L. Lang, Cas........ F. E. Lyford. 
OHI0...Second Nat. B’k, Chillicothe...Wm. Foresman, V. ?...... S. H. Evans. 
»  ,.First Nat. Bank, Chillicothe....G. W. A. Clough, VV. 7... _—__.......... 
#  ,..First National Bank, Galion...C. Si Crim, Jr., dsst...... 0 cee eee 
w _.,First Nat. Bank, Ironton.......Halsey C. Burr, P......... Geo. Willard. 
w  ,.First Nat. Bank, Portsmouth...J. W. Bannon, P.......... Robert Baker. 
#  ..Second National Bank, George F. Robinson, Pes O C. Coolman. 
Ravenna. ; is Ss S Fs Peccccccese NV. Holcomb, 
#  ..First National Bank, Toledo...S. C. Schenck, V. P...... S. D. Carr. 
er First National Bank, (J. ew Sturtevant, rere T. A. Hollenbeak. 
Conneautville. j J. T. Snodgrass, Cas.......J. C. Sturtevant. 
w ..Keystone National Bank, W. H. Nicholson, 7. P... J. F. a 
Erie. } F, V. Kepler, Cas i ei ae sila J. I. Town. 
Fo Be SME, MITE. oc ccccce . V. Kepler. 
a ..Farm. & Mechs. N#B., Phila...E. A. Austin, 4ss’¢........ Wm . M. ‘hens. 


* Deceased 
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Bank and Place. Elected. In place o. 
2 Com’! Nat. B’k, Providence..... Abram Barker, Cas........ Henry G. Arnold. 
TeExas.. National Bank of Daingerfield. .J. F. Jones, ae ae J. C. Jenkins, 
u .First National Bank, Detroit....J. H. Caton, Se., Pi. ccccsGse EE, Mihara. 
” . . First National Bank, W.S. Dorland, ?..... ..e-F. R. Malone. 
Llano. F, R. Malone, V. Peevesessé..  eeeeasin 
eee ee W. S. Dorland. 
« . Iron City National Bank, We Be EOGEDy Dlee- Fi cecce W. T. Moore, Jr. 
Llano. W. T. Moore, Jr., Cas..... C. C. McCluer. 





¢ 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from January No., page 554.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
/. £ peer EE a Oe ee eee 
$100,000 Albert H. Leszynsky, P. Wm. H. Bayles, Cas. 
AGA. « oc FORREIGE coscceDGh GORGE BEMiesccss —«_—«§_—s—— be gececccoss 
50,000 Wm. P. Armstrong, P. R. L. Ivey, Cas. 
ee | RE ee 
100, L. Hilton Green, P. 
Ghooe ous REGED oa scdecs Pend becae .”  -.. . abnmdenxwns 
$55,000 S. B. Brown, P. A. P. Coles, Cas. 
E. L. Wight, V. P. 
IND ....Alexandria..... Alexandria National Bank.. inanbbeden 
$50,000 Samuel E. Young, P. C. F. Heritage, Cas. 
” potRcccicacs Indiana National Bank..... | = —§ .seee es 
100, J. L. Brodrick, 'P.W.L. Collins, Cas. 
IowA.. .Malvern........ Farmers National Bank... ak aaa si 
50,000 John C. Taylor, ‘P. Wm. M. Evans, Cas. 
Mass.... Haverhill ...... Merchants National Bamk.. j=  cccccccccces 
$100,000 Charles E. Wiggin, P. Otis E. Little, Cas. 
MINN... Canton......... Bank of Camtom.....cccece Seaboard National Bank. 


Carey Abbott, ?. H, O. Helgeson, Cas. 
B. J. Kelsey, V. P 


Miss....Scranton....... Scranton:State Bank....... United States National Bank. 
$25,000 Henry C. Herring, ?. H. M. Plummer, Cas. 
J. Ira Ford, V. P. 
NEB....Ithaca..........I[thaca State Bank......... Chemical National Bank. 
$6,250 J. Tieter, 7. John G. Stark, Cas. 
E. A. Slopher, V. P. 
© ,e cscdcses Murray State Bank........ ' Chase National Bank, 
$10,000 Jacob Good, ?. Elmer F. Good, Cas, 
R. E. Countryman, V. P. : 
» .,.Winside........ Wayne Co. Bank.......... United States National Bank. 
$20,000 J. W. Thomas, ?. H. A. Smith, Cas. 
John Elliott, V. P. 
N. C....N. Wilkesboro.. Bank of North Wilkesboro. Chase National Bank, 
$33,000 James E. Finley, P. D. W. Greenlee, Cas. 
© ge WO cc ccc. Bank of Weldon........ Chase National Bank. 
$10,000 Walter E. Daniel, P. Wm. R. Smith, Cas. 
S. P. Armington, V. P. 
OHIO...Arcanum....... 8 a ee ee 
50,000 Daniel Francis, P. C. F. Parks, Cas. 
© «ceeacascices Tics i ceneedacscs Winslow, Lanier & Co. 
$100,000 B. K. Fritsch, ?. S. P. Officer, Cas. 
N. Armstrong, Fads 
ORS... . EU@eRe 2000000 Eugene L’n & Sav. Bank.. National Park Bank. 
$30,c0o J. C. Church, P. F, W. Osburn, Cas. 
B. D. Peirce, V.P 
eee Clearfield......Clearfield National Bank... = = = sca ceceeeeeee 
$100,000 Alexander R. Powell, P. James L. Leavy, Cas. 
We Vlins POU vcccctese PSS Scedisddciee = 8 8 #§$§. Chbeeeaceve 


John Cooper, ?. 
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PROJECTED BANKING INSTITUTIONS. 


MN. V.coMow You®.. 0.0 United States Mortgage Co., 59 Cedar Street ; capital, $2,000,- 
coo. Chas. R. Henderson, President; Luther Kountze, 
Vice-President ; William P, Elliott, Secretary. 


ARK....Hot Springs....Mr. J. W. Wilder, a New York capitalist, is interested in the 
new bank to be started soon. 


ies outelt SER... ccovx La Junta State Bank ; capital, $30,000. R. A. Steen, Presi- 
dent ; Ed. V. Price, Vice-President; M. Z. Farwell, 

Secretary. 
« ..Leadville....... New bank started. P. W. Breene, President; C. L. North, 


Vice-President ; C. C. Parker, Cashier. 
D. C.... Washington....Union Security Co. John A. Baker, President; Jas. G. 
Payne, Vice-President ; Chapin Brown, Secretary. 
FLA....Palm Beach....New bank started with capital of $15,000. J. H. Beresford, 
President ; Hon. E. N. Demick, Vice-President ; George 
Branning, Cashier. 


Tihs sect Elberton....... New bank organized. W.S. Witham, President ; McAlphin 
Arnold, Vice-President. 
) ee Chicago... cee The Illinois State German Bank will open about March rst, at 
corner of Englewood Ave. and Halsted Street. 
© ~sRe cccccnt Farmers State Bank; capital, $100,000. Organizers: Lewis 


B. Casner, J. S. McClelland, Lewis E. Eyman. 
» ..Madison........F. Kohl will be President of a National bank organized here. 


© poms cassis Mattoon State Savings Bank; capital, $50,000. Organizers: 
John Carr Russell, Chas. B. Ensign, William D. Vincent. 


# ..Mount Carmel..Wabash Savings Bank; capital, $25,000. S. R. Putnam, 
President ; Javner Risley, Vice-President; Wm. H. 
Hughes, Cashier. 
« _..Murphysboro...Murphysboro Savings Bank ; capital, $25,000. Incorporators : 
Jos. B. Gill, W. K. Murphy, J. Van Closter. 
Iowa..,.Clinton........ Peoples Trust and Savings Bank; capital, $300,000. Incor- 
porators: A. M. Ingiverson, C. Lamb, L. Lamb, C. F. 
Alden, E. P. Wells, D. Langan, G. B. Young, P. S. 


Towell. 

*  ,,Ellsworth .....Ellsworth Trust Co. ; capital, $250,000. 

4 se vscnccews Plover Savings Bank; capital, $10,000. A. O. Garlock, Presi- 
dent; W. D. McEwan, Cashier. 

« ..Pocahontas ...?Pocahontas Savings Bank; capital, $10,000. A. O. Garlock, 


President ; C. H. Tollefsinde, Cashier. 
u ..Waterloo.......Waterloo State Bank. C. F. Couch, President; Richard 
Holmes, Vice-President ; J. D. Easton, Cashier. 
ae: rr Bank of Perry; capital, $10,000. Directors: W. H. Huddle- 
ston, Oskaloosa; Frank Stark, J. L. Raines, Thomas 
Lee, A. Shoner, J. M. Gunter, of Perry. 


a Bank to be established. 

_ ee Portland. .....Union Safe Deposit and Trust Co. Frederic Robie, Fred E. 
Richards, incorporators. 

MD.....Frostburg...... Citizens National Bank starting. 

w  .,.Hyattsville..... Citizens National Bank to be opened here. 

PND. Shc ccccces New trust company started. Incorporators: E.S. Foss, G. L. 
Huntoon, A. L. Russell. 

SOE, « UMNO ic cc ccc Cameron Currie & Co., bankers, 82 Griswold Street. Mem- 


bers of firm are Cameron Currie, Frederick S. Osborne, 
Clarence Carpenter. 


w  ,.Globeville...... A State bank to be started. 
S  ,gBc vccect First Commercial Bank ; capital, $100,000. 
MINN... Faribault....... New bank to be established ; capital, $50,000. 
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MINN...Good Thunder..State Bank of Good Thunder ; capital, $25,000. 


© oe WEBER cccccce Citizens State Bank commenced business. 
Mo.....Kansas City...American Trust Co. F. D. Mills, President; Emerson 
Brooks, Vice-President; J. M. Mills, Secretary and 
Treasurer. 
BE. AMATI oc ccccci A savings bank to be established. 
M . Newmarket..... The Newmarket Manufacturing Co. has instituted a savings 
bank. 
w  ..N, Stratford ...A National bank to be started soon. O. H. Danforth will 
be Cashier. 
«  ,.Pittsfield..... .. Pittsfield Bank incorporated, 


N. J....May’s Landing. National bank to be started. 

» ..Morristown ....Morristown Trust Co.; capital, $100,000. Samuel Freeman, 
President; A. B. Hull, Vice-President; F. M. Hurley, 
Treas.; Francis M. Cantine, Secretary. 

a ,,Newark....... New York and European Investment Co.; capital, $1,000,000. 
Incorporators: Warner Miller, Herkimer, N. Y.; Willard 
Brown, William I. Martin, C. M. Wicker, N. Y. City; 
George P. Sheldon, Greenwich, Conn. 


N.Y... BeOcepest.. cee. New bank to be started soon. 

w  ,.Brooklyn..... ..Peoples Bank. A. M. Suydam, William Andrews interested. 

w . Brooklyn...... Union. Bank ; capital, $100,000. Stephen M,. Griswold, Presi- 
dent. 

~ ~oticsecseas Hydraulic Bank; capital, $100,000. Directors: W.W. Sloan, 
President ; B. F. Gentsch, Vice-President ; J. B. Spencer, 
Cashier. : 

e .eCebheskill...... Farmers and Merchants National Bank ; capital, $50,000. 

© oeltRtiville.. osc. H. G. Greene, Guy H. Clark, and others, are starting a sav- 
ings bank. 

u  .,Matteawan..... New bank organized here. 

uw _,.Middleport..... New bank to be started ; capital, $25,000, 

D> ~eeiases cave D. I, Laurence is starting a National bank here. 


w ..Niagara Falls..Power City Bank; capital, $100,000. Directors: Arthur 
Schoellkopf, Henry Durk, Hans Nielson, Eugene Cary, 
Edward Terrill, and others. 

w ..Rochester...... F, D. Chamberlain has started a bank; capital, $100,000, 

»  ,,Schenectady....Merchants National Bank organizing. 


N. C.... High Point ....A. H. Coffin, W. H. Ragan, and J. H. Millis are starting a 
new bank here. 


OHIO... Bradner....... Messrs. Niece & Dale are starting a bank. 
© <iede exces First National Bank; capital, $20,0co. Apply A. B. Camp. 
© cehMRCRNNP..0< 0 Farmers and Citizens Bank. F.C. Whiley, President; Jacob 
Keller, Vice-President ; Samuel Whiley, Cashier. 
© op Wesessxas Chas. R. Mayers, of the First National Bank, Niles, O., 
and others, will start a National bank here. Capital, 
$300,000. 
® ic PORiccendusc Toledo Safe Deposit and Trust Co.; capital, $100,000. Incor- 
porators: C. F. Reynolds, C. M. Spitzer, George Pome- 
roy. 
Pa.... Harrisburg..... Harrisburg Trust and Safe Deposit Co.; capital, $125,000. 


Directors: H. D. Hemler, Louis Delone, W. L. Bishop, 
W. M. Donaldson, R. B. Mateer, S. A. Reeme, Wm. 
Witman, W. S. Stoey, Jesse Wingard. 


w _,.McKeesport....Citizens National Bank; capital, $100,000, Samuel Shaw, 
President ; G. B. Warren, Vice-President. 


uw ,.Norristown ....New bank to be started. 
uw ,.Philadelphia....Tacony Trust Co. Jacob Disston, President. 


#  ..Reading........ New National bank ; capital, $200,000. Projectors: John H. 
Printz, Wm. R. Hinnershitz, Geo. P. Zieber, Geo. W. 
Hassinger. 
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Piheseaes York ..........J. Jessop, I. W. Allen, Chas. H. Dempwolf, W. F. B. Stew- 
art are forming a new trust company at York; capi- 
tal, $250,000. 


S. C....Charleston...... Columbian Banking and Trust Co.; capital, $50,000. Henry 
W. Haesloop, President; Jacob Knobloch, Vice-Presi- 
dent. 

# ,.Charleston..... German-American Trust and Savings Bank. 


Texas..Arlington......Citizens Bank. A. J. Rogers, President; J. F. McKnight, 
Vice-President ; R. F. Davis, Cashier. 


9 —eeOti.coecess New bank to be started ; capital, $50,000, 
a Chatham ...... New bank to be started ; capital, $10,000. 


« ..Portsmouth....Peoples Bank ; capital, $40,000. John H. Hume, President ; 
; Alex. B. Butt, Cashier. 
WasH..Harrington....David Wilson, of Tacoma, is starting the First National Bank 
of Harrington ; capital, $150,0co. 
S «ev ROisesec<d German-American Safe Deposit and Savings Bank. Direct- 
ors: A. Huth, R. W. DeLion, C. A. Darmer, C. O. 
Bean, E. J. Rose, W. G. Peters, Joseph Kopperl, Henry 
Oliver, A. J. Weisbach, 
Wis....Iron Mountain..James Fitzgibbons is arranging to open a bank. 
©  «eRRRGUR cc.060: First National Bank to be opened. 
MEx....Mexico.........Mr. Chas, F. Ebner is starting a bank in Mexico, 
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APPLICATIONS FOR NATIONAL BANKS. 


The following applications for authority to organize Natéonal Banks have been 
filed with the Comptroller of the Currency during January, 1893. 


IND.....Dunkirk........First National Bank, by M. L. Case, Bowling Green, O., and 
associates. 


Iowa...Cresco........ .First National Bank, by C. K. Berg and associates. 
a  ,.Hartley........First National Bank, by E. E. Hall and associates, 
«  .,Waukon.......First National Bank, by B. F. Boomer‘and associates. 


Kan....Newton...... .- Midland National Bank, by Grant Hornaday, Fort Scott, Kan., 
and associates. 


N.J....Perth Amboy...First National Bank, by Frank P. McDermott, Freehold, 
N. J., and associates, 


« , Princeton......First National Bank, by George O. Vanderbilt and associates. 
N. Y...Glens Falls....Merchants National Bank, by A. J. Cheritree and associates. 
OHIO...Belmont.......First National Bank, by Wm. Kinney and associates. 


w  .,Hicksville...... First National Bank, by W. E. Dittenhauer and associates. 
Pa, ....Beaver Falls....Farmers National Bank, by Henry Hice, Beaver, Pa., and 
associates. — 


#  ,.Reading........Reading National Bank, by John M. Bertolet and associates, 
TENN ..Columbia.......Maury National Bank, by C. A. Parker and associates, 


TEXAS. . Beeville........ Commercial National Bank, by D. C. Stone and associates. 
© ppERsccce ceva Dublin National Bank, by R. W. Higginbotham and associ- 
ates. : 
# .,Wharton....... First National Bank, by R. T. Ervin, Velasco, Tex., and as- 
sociates. 
WasH..Sidney...... ...First National Bank, by B. F. Day, Seattle, Wash., and as- 
sociates, 
WIs....Superior.......Northwestern National Bank, by H. T, Fowler, West Su- 


perior, Wis., and associates, 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from January No., page 559-) 


No. Name and Place. President, Cashier. Capital. 
4833 Merchants National Bank...... Charles E, Wiggin, ° 
Haverhill], Mass. Otis E. Little, $100,000 
4834 Farmers National Bank. ...... John C. Taylor, 
Malvern, Iowa. Wm. M. Evans, 50,000 
4835 Alexandria National Bank ....Samuel E. Young, 
Alexandria, Ind. C. F. Heritage, 50,000 
4836 Clearfield National Bank...... Alexander R. Powell, 
Clearfield, Pa. James L. Leavy, 100,000 
4837 Citizens National Bank........ L. Hilton Green, 
Pensacola, Fla. 100,000 
4838 Isbell National Bank.......... Wm. P. Armstrong, 
Talladega, Ala. R, L. Ivey, 50,000 
4839 First National Bank.......... . Daniel Francis, 
Arcanum, O. C. F. Parks, 50,000 
4840 National Lumbermans Bank...A. V. Mann, 
Muskegon, Mich, C. C. Billinghurst, 100,000 
4841 Indiana National Bank........ J. L. Brodrick, 
Elkhart, Ind. W.L. Collins, 100,000 
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CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from January No., page 558.) 


ALA....Talladega...... Isbell & Co. succeeded by Isbell National Bank. 

ARK..,.Little Rock.... First National Bank reported suspended. 

GA. coe Americus....... Bank of Americus reported closed. 

KAN....Newton........ Newton National Bank in hands of receiver. 

Mass...Lawrence ......National Pemberton Bank has gone into voluntary liquida- 
tion, 

MIcH...Pontiac........ First National Bank has been succeeded by First State Bank. 

Mies. ..Scranton....... British American Trust Co. succeeded by Scranton State 


ank,. 
Ms ven Arrow Rock....Bank of Arrow Rock reported assigned. 


MonrT ..Castle.........- First National Bank has gone into voluntary liquidation. 
INRB... «  LMRCONR. 0 oc ccs Capital National Bank reported closed. 
ORE....Eugene........Eugene National Bank has gone into liquidation, succeeded 


by Eugene Loan and Savings Bank. 


DEATHS. 


CHAPMAN.—On January 24, E. C. CHAPMAN, President of Rockville National 
Bank, Rockville, Conn. 

GLEASON.—On January 3, aged seventy-three years, Lucius GLEASON, Presi- 
dent of Third National Bank, Syracuse, N. Y 

HUTCHINSON.—On January 9, aged sixty years, GARDINER S. HUTCHINSON, 
President of Dime Savings Bank, Brooklyn, N. Y 

LAapp.—On January 6, aged sixty-six years, WILLIAM SARGENT LADD, of the 
firm Ladd & Tilton, Portland, Ore. 

PALMER.—On December 22, aged forty-four years, F. R. PALMER, Cashier of 
First National Bank, Chester, Pa. 

TAYLOR.—On January 30, aged fifty-nine years, WILLIAM J. TAYLOR, Cashier 
of Farmers National Bank, Amsterdam, N. Y. 
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